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CANADIAN UTILITIES 
LIMITED 


CANADIAN WESTERN NORTHWESTERN 
ALBERTA POWER NATURAL GAS UTILITIES ATCOR LTD. 
COMPANY LIMITED LIMITED (Alberta) 
(Alberta) (Canada) 100% 


95.9% (1) 96.5% (1) 


LIMITED 
(Canada) 


100% 


THE YUKON NORTHLAND NORTHLAND FRONTEC LOGISTICS 
ELECTRICAL UTILITIES UTILITIES CORP. 
COMPANY LIMITED (NWT) LIMITED (B.C.) LIMITED (Canada) 
(Yukon Territory) (Northwest Territories) (British Columbia) 50% CU 


100% 100% 100% 50% ATCO 


This chart shows the names of CU’s operating subsidiaries, the jurisdictions in which 
they were organized and the percentages of their voting securities owned by CU. 


Note 1: The minority interest is by way of voting non-participating preferred shares. 


Canadian Utilities Limited is an investor-owned Alberta-based company, 
committed to achieving above average earnings and dividend growth through a 
balance of its core utility operations and diversified but complementary non-utility 
ventures. The Company is dedicated to being a leader in the optimization of 
human, technological and financial resources while maintaining its reputation for 
integrity and quality of service. 


Revenues (thousands) 


Natural gas $ 737,058 
Electric 375,184 
Non-utility 
Energy operations 130,790 
Other 1,770 
Total $1,244,802 
Earnings attributable to shares** 

(thousands) $ 116,944 
Earnings per share** $ 2.16 
Equity per share** $ 12.89 
Dividend per share* 

Annual $ 1.285 

Fourth Quarter $ 1325 
Shares* outstanding 54,216,574 

* Class A non-voting and Class B common shares 
Results for 1985 have been restated 
Capital expenditures (thousands) $ 248,142 
Customers at year-end 

Natural gas 610,097 

Electric 149,764 
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Chairman of the Board and Chief Executive Officer 
R. D. Southern (seated) and J. D. Wood, President and 


Chief Operating Officer. 


anadian Utilities Limited earnings attributable to 
Class A and Class B shares for the year ended 
December 31, 1986 were $116,944,000 ($2.16 a 
share) compared to $101,409,000 ($1.87 a 
share) in 1985. 


These 1985 results have been restated to conform with the 
Guideline of The Canadian Institute of Chartered Accountants 
to account for the Company's non-regulated petroleum and 
natural gas assets. The Company had previously reported 
1985 earnings of $111,949,000 ($2.07 a share). The 1986 
figures include an after-tax write-down of $3,585,000 (7¢ 

a share) in the book value of the petroleum and natural gas 
properties of ATCOR Ltd.*, CU’s non-utility subsidiary. 
Details of this accounting change are provided in the financial 
review section and in Note 7 to the financial statements. 


Contributing significantly to 1986 earnings were utility rate 
increases approved by the Alberta Public Utilities Board; 
improved productivity; improved electrical retail sales; and a 
gain on the sale of a portion of CU’s investment in TransAlta 
Utilities Corporation. 


Revenues for 1986 of $1,244,802,000 were down 6% from 
the previous year, due to warmer weather and the elimination 
of the Federal Government's Canadian Ownership Special 
Taxation and the Petroleum and Natural Gas Revenue Tax. 


Electric sales to retail customers rose 14% during 1986 to 
4,919 million kilowatt hours. Higher electric energy sales 
resulted from new resource projects coming on stream and 
increased use of electricity for naturai gas extraction and 
processing. Natural gas throughput (sales plus gas 
transported through the Company's pipeline systems) declined 
11% to 419 petajoules. The reduction was largely the result of 
warmer temperatures. 


The Company’s customer base continued to grow during the 
year. At December 31, 1986 the natural gas utilities were 
serving 610,097 customers, up 8,303 from a year earlier, 
while electric utility customers numbered 149,764, an increase 
for the year of 2,640. 


Since 1981, the Company has been engaged in a program to 
increase productivity. In the ensuing 5 years, while the total 
number of utility customers served has increased by 11%, the 
total number of employees has declined from 4,313 to 4,099, 
a reduction of 5%. 


ATCOR Ltd. experienced a modest increase in the volume of 
natural gas sold through its gas marketing division in 1986. 
ATCOR’s natural gas processing operations showed some 
growth even though markets for ethane and natural gas liquids 
remained weak and highly price competitive. Oil and gas 
exploration and production activity followed the industry's 
downward trend. Recently, however, Gulf Canada 
Corporation announced plans to begin drilling production wells 
at its Amauligak discovery in the Beaufort Sea. ATCOR, in its 
own right and as a partner in AT&S Exploration Ltd., holds a 
6% interest in the Amauligak structure, which contains an 
estimated 800 million barrels of proven and probable reserves. 


*ATCOR Ltd. is the operating company of CU Enterprises Inc., which was formerly ATCOR 
Resources Limited. 


CU is actively exploring a number of non-utility opportunities, 
some of which are described in the operations sections of this 
report. 

The Alberta economy is undergoing an adjustment resulting 
from the oil price drop in early 1986. This adjustment is likely 
to last for several years as the oil and gas industry restructures 
in response to low oil prices. Agriculture is also under 
pressure due to falling grain prices brought about by world 
surpluses and massive subsidization programs in Europe and 
the U.S. Alberta’s metallurgical coal industry is suffering from 
reduced world demand and intense competition from low cost 
producers. Future economic growth in Alberta is primarily 
dependent upon energy prices. If a combination of market 
forces and production discipline within OPEC produces 
international oil price stability in the $15-$18 (U.S.) range 
during the next year, the Province will begin a period of steady 
economic recovery. 


In October, 1986 the Board of Directors declared a fourth 
quarter dividend of 32'%¢ per Class A and Class B share, up 
from 32¢ in the previous 4 quarters. The common share 
dividend has increased 16 times in the past 15 years. 


There were no changes among the directors and officers of CU 
during 1986; however, the Company's utility subsidiaries 
announced the appointments of B. M. Dafoe as President of 
Canadian Western Natural Gas Company Limited and 
Northwestern Utilities Limited, and C. O. Twa as President of 
Alberta Power Limited. Messrs. Dafoe and Twa report to 

W. R. Horton, Executive Vice President, Utilities for CU. Other 
Officer appointments in the subsidiary companies are 
mentioned in the appropriate sections of this report. 


Northwestern Utilities Limited welcomed to its Board of 
Directors J. E. Lougheed and S. D. McGregor. 


Each year, employees at all levels of the organization are 
required to set performance objectives and seek ways of 
reducing costs. The Company’s earnings, declining 
employee/customer ratio and, as indicated by surveys, the 
continuing high regard of customers for the quality of utility 
service they receive, are testimony to the success of 
employees in reaching their objectives without compromising 
the traditionally safe, reliable and courteous service for which 
Our companies are known. 


The Board of Directors is pleased to extend its gratitude to 
employees for their achievements and dedication. The Board 
also wishes to thank suppliers for meeting the Company's 
demanding standards and to customers for their continuing 
advice and support. 


On behalf of the Board of Directors 


GU 2 


R. D. Southern, Chairman 
and Chief Executive Officer 


J. D. Wood, President 
and Chief Operating Officer 


February 16, 1987 


anadian Utilities’ 
natural gas opera- 
tions are carried 
out by 2 utilities, 
Canadian Western 
Natural Gas Company Limited, 
which serves southern Alberta 
including the cities of Calgary, 
Lethbridge and Airdrie, and 
Northwestern Utilities Limited, which 
serves north-central Alberta 
including Edmonton, Camrose, Fort 
McMurray, Fort Saskatchewan, 
Grande Prairie, Lloydminster, Red 
Deer, Sherwood Park, St. Albert, 
Spruce Grove and Wetaskiwin. 
Northwestern Utilities’ subsidiary, 
Northland Utilities (B.C.) Limited, 
serves Dawson Creek and district 
and the community of Tumbler 
Ridge in northeastern British 
Columbia. At the end of 1986 the 
Company’s natural gas utilities 
were serving 610,097 customers, 
up 8,303 from December 31, 1985. 


NATURAL GAS 
OPERATIONS 


Earnings and Revenues 


Natural gas operations’ contribution 
to CU earnings in 1986 declined 
by 18% from 1985. Warmer 
temperatures during the 1986 
billing period reduced earnings, as 
did a reduced allowance for funds 
used during construction, increased 
operation and maintenance 
expenses to serve new customers 


Natural Gas Sales and Transportation 


Terajoules Total 
Sales 
Industrial 55,582 13.3 
Commercial 89,337 Bes 
Residential 84,023 20.1 
Other 6,520 les 
235,462 56.2 
Transportation 11875 26.7 
347,337 82.9 
Sales and transportation — affiliates 71,443 WA 
Total system throughput 418,780 100.0 


and a higher effective tax rate, 
partially offset by savings from the 
purchase of lower priced gas on 
the spot market. 


Consolidated revenues of $737.0 
million for 1986 were $117.1 million 
lower than 1985. Revenues 
decreased $51.9 million due to the 
impact of warmer weather on 
residential and commercial sales: 
$52.9 million of reduced industrial 
sales mainly resulting from the 
transfer of industrial sales to 
transportation service; and $22.0 
million from rate reductions made 
possible by the elimination of the 
Canadian Ownership Special 
Taxation and the Petroleum and 
Natural Gas Revenue Tax. Helping 
to maintain revenues was a $10.6 
million general rate increase 
approved by the Alberta Public 
Utilities Board for Canadian 
Western. 


Total operating expenses, which 
include the cost of natural gas 
supply, operation and maintenance, 
depreciation and depletion, taxes 
other than income taxes and 
income taxes, amounted to 

$654.2 million, down $109.7 million 
from 1985. Natural gas costs 


were reduced by $83.4 million, 
while taxes other than income 
were lower by $27.5 million mainly 
due to elimination of the Canadian 
Ownership Special Taxation. 


Natural Gas Throughput 


Total system throughput was 419 
petajoules (PJ)* in 1986, a 
decrease of 11% from 471 PJ in 
the previous year. Sales and 
transportation volumes were lower 
by 42 PJ and 10 PJ respectively. 
Temperature sensitive sales were 
lower by 19.6 PJ while industrial 
sales declined by 18.3 PJ due 
mainly to a shift of high volume 
customers from sales to transporta- 
tion service. Lower transportation 
volumes were due primarily to a 
reduction in the requirements of 
exporting companies and a reduction 
in natural gas demand for 
fertilizer production. The utilities 
transport gas within Alberta for 
exporting companies and for 
industrial customers who have 
contracted for their gas supplies 
directly with brokers or producers. 
* The metric unit for measurement of 

energy is the joule (J) and its multiples. 

Large amounts of energy are reported 

in gigajoules (GJ), billions of joules; in 

terajoules (TJ), trillions of joules; and 

in petajoules (PJ), quadrillions of joules. 


One joule is equivalent to .00095 
British Thermal Units. 
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Gas Operations Earnings Contribution 


Natural gas revenues 
Operating expenses 
Natural gas supply 
Operation and maintenance 
Taxes — other than income 
Taxes — income 
Depreciation and depletion 


Other deductions — net 


Earnings attributable to 
Class A and Class B shares 


Growth 
Rate 
1986 1985 1984 1983 1982 1981 1981-86 
($ Millions) % 
737.0 8541 861.2 9284 9591 7792 (1.1) 
395.9 479.3 Sis VAS) 444.8 442.2 (2.2) 
122.3 120.1 WA 114.2 107.6 86.4 die 
54.0 81.5 97.9 207.3 306.2 185.6 (21.9) 


53.9 97.4 36.4 
28.1 25.6 es) 


654.2 763.9 791.6 


82.8 90.2 69.6 
39.7 37.8 35.4 


43.1 52.4 34.2 


24.2 21.8 9.3 42.1 
Wlve fed 13.9 15.1 


Cio mEEC OIC) 


ayes 61.6 41.8 14.6 
26.7 28.6 20.3 14.4 


26.2 33.0 Pal) 14.9 


Mid-year common equity investment 


Regulatory Activity 


Government administered pricing 
of natural gas in Canada came to 
an end on October 31, 1986. With 
deregulation, the Alberta Border 
Price has been replaced by ne- 
gotiated prices. More than half of 
the utilities’ gas supply is subject 
to price redetermination. If a 
negotiated settlement is not 
reached, the price would be subject 
to arbitration. The Alberta Govern- 
ment proclaimed the Arbitration 
Amendment Act, 1986, on October 
30, 1986. Previously, only the price 
of alternative fuels could be taken 
into consideration if contracts were 
to be arbitrated. Under the new 
Act consideration must be given to 
the prices of other competing 
natural gas in the buyer's market 
and to the prices of other Alberta 


2243 2044 183.2 


natural gas produced and sold 
under other natural gas sales 
contracts. 


On December 30, 1986 the Alberta 
Public Utilities Board released a 
report on the Natural Gas 
Transportation Rates Inquiry held 
earlier in the year with virtually all 
major Alberta gas producing and 
consuming interests represented. 
The Board generally confirmed 
Canadian Western's and North- 
western’s existing transportation 
services, rates and contracts and 
ordered the utilities, in addition, to 
provide 1, 2 and 3-year transporta- 
tion services at rates somewhat 
higher than those charged for 
longer term service. 


Cee 40 2 aio 13.7 


A final Phase II decision on 
Canadian Western's 1985 general 
rate application to the Alberta 
Public Utilities Board was received 
in December 1986. With the 
exception of transportation rates, 
the Board fixed and approved 
final rates effective January 1, 
1987 and found the interim rates 
under which Canadian Western 
operated during 1985 and 1986 to 
be reasonable. 


In February 1987, the Alberta 
Public Utilities Board issued a 
decision on Northwestern’s general 
rate application for 1984 and 
1985. The decision awarded 
additional revenues of $2.9 million 
that will be recorded in 1987. The 
Board also ordered that a 
schedule of revenue surplus or 
deficiency is to be filed for 1986 

to determine appropriate additional 
revenues to be collected or 
refunds to be made in 1987. 
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Earnings Attributable 
to Class A and 
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Construction Projects 


Capital expenditures to provide for 
natural gas customer growth and 
to meet the needs of existing 
customers amounted to $68.0 
million in 1986. At year-end, net 
property, plant and equipment 
required to serve customers 
increased to $806.6 million. 


Northwestern Utilities expanded 

its system in the Dawson Creek, 
British Columbia area to accommo- 
date up to 500 new customers in 
this coal mining region. Another 
major Northwestern project was 
the construction of a compressor at 
Lindbrook, east of Edmonton, to 
enhance natural gas production 
from the Beaverhill Lake west 
fields. 
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Canadian Western completed the 
replacement of the 49-kilometre 
final leg of the original 16-inch 
1912 mainline between Bow Island 
and Taber. Canadian Western 
also replaced the metering station 
at the Shell Jumping Pound gas 
plant west of Calgary and installed 
a 15-kilometre pipeline from 

Taber to Wrentham. 


The effective management of 
resources is a high priority of both 
Canadian Western and North- 
western. During 1986, the increase 
in operation and maintenance 
expense was held to less than the 
increase in the Consumer Price 
Index. 


Operating in the second year of a 
2-year agreement with the natural 
gas employees’ associations, the 
utilities and the associations 
agreed to go to arbitration to 
determine wages in 1986. The 
arbitration award provided permanent 
employees with a lump sum 
payment equivalent to 312% of 
base pay. 


New Appointments 


The following officer appointments 
were announced by the natural gas 
utilities during the year: For both 
Canadian Western Natural Gas 
and Northwestern Utilities, B. M. 
Dafoe was appointed President, 

W. L. Graburn, Vice President 

and General Manager, Gas Supply, 
G. W. Richards, Vice President, 
Rate Administration and G. W. 
Welsh, Vice President, Gas 

Supply Engineering. 

For Canadian Western Natural 
Gas, A. J. L. Fisher was appointed 
Senior Vice President and General 
Manager, J. W. Fildes, Vice 
President, Operations, J. D. Graham, 
Vice President, Engineering and 
Construction, T. J. Storey, Vice 
President and Controller and 

J. M. Willsher, Vice President, 
Administration and Marketing. 


For Northwestern Utilities, R. G. 
Lock was appointed Senior Vice 
President and General Manager, 
R. Armstrong, Vice President, 
Engineering and Construction, 
D. M. Ellard, Vice President, 
Administration and Marketing, 

R. M. Massé, Vice President and 
Controller and G. K. Munk, Vice 
President, Operations. 


DEGREE DAYS 


1000 
800 
600 
400 
200 

Normal 


200 


800 
86 85 84 83 82 81 


86 85 84 83 82 81 


HE Calgary 
© Edmonton 


DEGREE DAYS: The number of 
degrees by which daily mean 
temperature falls below 18 
degrees C. One degree day is 
counted for each degree of defi- 
ciency for each day on which 
such a deficiency occurs. For 
example, if the mean tempera- 
ture for a day was 10 degrees 
C, then there are 8 degree days 
during the 24-hour period. 
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anadian Utilities’ 
major electric utility, 
Alberta Power Lim- 
ited, serves 324 
communities in east- 
central and northern Alberta, 
including Fort McMurray, Grande 
Prairie, Lloydminster, Drumheller and 
Peace River, and 2 communities 
in Saskatchewan. 


Alberta Power's subsidiary com- 
panies, The Yukon Electrical 
Company Limited and Northland 
Utilities (NWT) Limited, serve 18 
communities in the Yukon, one 
community in British Columbia 

and 6 communities in the Northwest 
Territories. 


Energy sales to retail customers in 
1986 increased by 14% to 4,919 
million kilowatt hours. In addition, 
1,166 million kilowatt hours were 
sold to the City of Edmonton under 
a unit power agreement. 


ELECTRIC POWER 
OPERATIONS 


During 1986, 2,640 retail customers, 
including several major oil and 

gas customer loads, were added, 
bringing the year-end total to 
149,764 customers. Included in this 
number were 26,771 farm custo- 
mers of whom 14,937 are members 
of 88 rural electrification asso- 
ciations. During 1986, 10 rural 
electrification associations 
comprising 1,482 members voted 
to transfer their distribution systems 
to Alberta Power. 


Electric Power Sales 


Industrial 
Commercial 
Residential 
Other 


The peak load created by Alberta 
Power's retail customers increased 
to 895 megawatts in 1986 from 

844 megawatts the previous year. 


The table above shows 1986 
electric sales to the various 
customer groups (excluding sales 
to other utilities). 


The first 375-megawatt unit of the 
Sheerness Generating Station 
commenced regular operation on 
January 1, 1986. The second unit 
is approved to begin operation in 
1990, although lower demand 
forecasts may require a further 
deferral. The station, and the 
associated coal-handling facilities, 
are jointly owned with TransAlta 
Utilities Corporation, with Alberta 
Power serving as the managing 
partner. 


Thousands of 


Kilowatt % of 

Hours Total 
2,779,027 56.5 
1,015,101 20.6 
696,135 14.2 
428,527 8.7 
4,918,790 100.0 


New Direction 


In 1986, Alberta Power embarked 
On a program of business diver- 
sification and corporate improve- 
ment to better position itself to 
meet changes in the electric utility 
industry. A key part of that 
process has been an in-depth 
review of corporate direction and 
philosophy. The intent is to 
strengthen Alberta Power's utility 
base while providing a springboard 
for new business ventures. 


In keeping with this philosophy, a 
major undertaking in 1986 was 

the creation of Frontec Logistics 
Corp., a joint-venture company 
established and owned equally by 
ATCO Ltd. and Canadian Utilities 
Limited to pursue business oppor- 
tunities related to facilities man- 
agement and operation and mainte- 
nance in the North. 
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Frontec is bidding on 2 major 
projects: the planned North 
Warning System and operation of 
the existing Distant Early Warning 
(DEW) Line. The North Warning 
System, funded on a 60-40 basis 
by the United States and Canada, 
will consist of 52 short and long- 
range radar stations across Alaska, 
the Canadian Arctic and the 
Labrador Coast. It will replace the 
DEW Line by 1992. 


Early in the year, The Yukon 
Electrical Company was selected 
by the Yukon Territorial Govern- 
ment to provide transition utility 
management services related to 
the transfer of assets from the 
Northern Canada Power Commis- 
sion (NCPC) to the Yukon 
Government. 


Agreements were reached with the 
employees’ associations of Alberta 
Power, The Yukon Electrical and 


Northland Utilities (NWT) under 
which the members of each 
association receive a 3% salary 
increase in each of 1987 and 1988. 
The current working agreements 
with the employees’ associations 
remain in force until the end of 
1988. 


Two officer appointments were 
announced within electric opera- 
tions during 1986: C. O. Twa was 
appointed President of Alberta 
Power Limited and G. K. Bauer 
was appointed Vice President and 
General Manager of both The 
Yukon Electrical Company Limited 
and Northland Utilities (NWT) 
Limited. 


Regulatory Activity 


On January 31, 1986 Alberta 
Power filed a set of rate 
schedules to meet the requirements 
of a December 1985 Public 
Utilities Board decision. Included in 
that decision was a requirement 

to refund $42 million to customers 
in respect to 1984 and 1985. The 
full impact of these refunds was 
recorded in 1985. Interim rates 
were implemented in March 1986 
and approved as final in October. 


In June 1986, Alberta Power 
applied to the Board to determine a 
rate base and to fix revenues and 
rates for 1986 and 1987. The 
application requested a revenue 
increase of $67.9 million in 1986 
over 1985 and a further increase 
of $43.2 million in 1987. 
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Electric Operations Earnings Contribution 


Electric revenues 

Operating expenses 
Operation and maintenance 
Taxes — other than income 
Taxes — income 
Depreciation and depletion 


Growth 
Rate 
1986 1985 1984 1983 1982 1981 1981-86 
($ Millions) % 
3/5.200 024.0 340 Summ Oe ae 316.3 AD 13:2 
148.5 WY <8) 128.7 122.3 131.4 93.7 9.6 


13.4 12.6 W5) 
59.5 46.2 60.4 
42.9 30.5 34.1 


123 9.9 72 13.2 
682 560 178 273 
318 298 209 155 


264.3 226.6 235.7 


2246 227.1 139.6 13.6 


Other deductions — net 


110.9 97.4 104.6 
51.8 36.6 41.7 


102.6 89.2 62.1 12.3 
41.3 43.6 Zhee. 13.8 


Earnings attributable to 
Class A and Class B shares 


Mid-year common equity investment 


Rates were approved on an 
interim basis in October. In setting 
the interim rates, the revenue 
requirement included a rate of 
return on that portion of the rate 
base deemed to be financed by 
common equity of 14%. 


After recording the effect of these 
decisions, electric operations’ 
contribution to CU’s 1986 earnings 
decreased 2.8% from 1985. 


59.1 60.8 62.9 
374.4 350.4 323.7 


A decision establishing 1986 and 
1987 revenue requirement is 
expected in early 1987 after which 
current rates will be modified if 
necessary. 


Construction Projects 


Alberta Power's capital expenditures 
during the year totalled $156.2 
million, including $34.8 million on 
the Sheerness Generating Station. 


Expenditures on transmission 
projects during the year totalled 
$80.5 million. Major projects included 
initiating construction of a 
240-kilovolt line from Whitefish 
Lake to Mildred Lake, a 240-kilovolt 
line from Deerland to Marguerite 
Lake and a 240-kilovolt line from 
Louise Creek to Little Smoky. 


61.3 45.6 34.9 al al 
293.7 243.1 198.5 13.5 


Major expenditures on transmission 
projects are expected to continue 
in 1987 as Alberta Power responds 
to the increased needs in its service 
area, particularly those related to 
resource development in northwest 
Alberta, the Cold Lake area and 
Fort McMurray. 


n spite of difficulties 
stemming from the 
drop in world oil 
prices, CU’s major 
non-utility subsidiary, 
ATCOR Ltd., was profitable 
during 1986. 


ATCOR is in a better position than 
most junior exploration companies 
to withstand the impact of falling oil 
and gas prices. Because of its 
involvement in natural gas proces- 
sing and marketing, lower oil and 
gas prices offer ATCOR certain 
benefits, such as lower costs for 
feedstock and increased demand 
for gas. 


Management believes that the 
economics of exploring for oil and 
gas are good, provided that world 
oil prices remain above $15 (U.S.) 
a barrel. 


Financial Highlights 


Operating income before income 
taxes and the write-down of oil 
and natural gas assets fell by 22%. 
The drop was primarily due to a 
55% decline in the average selling 
price of oil, a 20% drop in natural 
gas production, a 15% fall in 


natural gas prices and a 29% drop 
in the average price received for 
liquid petroleum gases (LPGs). 
These reductions were partially 
offset by a 53% increase in fees 
from gas processing and an 
increase in gas marketing volumes. 


In 1986, ATCOR retroactively 
changed its method of accounting 
for oil and gas operations to 
conform to the full-cost Guideline 
issued by The Canadian Institute of 
Chartered Accountants. The result 
was a write-down of the net book 
value of petroleum and natural 
gas assets by $5.1 million before 
taxes in 1986. The write-down 
reflects ATCOR’s policy of limiting 
the book value of oil and gas 
properties to the aggregate of 
estimated future net income (at 
current prices and costs) from 
proven oil and gas reserves and 
the lower of cost or fair value of 
undeveloped acreage. 


Net capital expenditures on 
exploration and production activities, 
excluding expenditures on AT&S 
Exploration Ltd. (See below), were 
$13.7 million, down 13% from the 
previous year. The drop in capital 
expenditures was due to the 
cancellation of several projects in 
the wake of falling oil prices. An 
additional $8.8 million was invested 
in frontier exploration both directly, 
through a farm-in on the Amauligak 
structure in the Beaufort Sea, and 
indirectly through AT&S’s activities 
on Canada Lands. 


Exploration and Production 


1986 marked the beginning of an 
important change in direction for 
ATCOR’s exploration and production 
activities. The new strategy 


involved 4 key elements: adding to 
reserves with an emphasis on 
finding natural gas; in-house 
generation of quality prospects, 
stressing larger targets In multizone 
areas; larger working interests 
with a preference for prospects 
offering ATCOR a share in 

excess of 50%; and development 
of geological expertise in specific 
areas with the aim of developing 
on-going long-term prospects. 


ATCOR participated in the drilling 
of 70 wells in 1986 with a 

success ratio of 42% for exploration 
wells and 76% for development 
wells. Most of these wells (49) 
involved the completion of the 
previous year’s drilling program 
and continued momentum in the 
development of previously discovered 
oil. Thirteen gross wells (4.9 net) 
were drilled during the fourth 
quarter of the year, the first full 
drilling season for ATCOR’s new 
strategy. Four of these wells were 
new pool wildcats in which ATCOR 
had an average working interest 

of 83%. One of them, located 
southwest of Edmonton in the 
Crystal area, resulted in a significant 
discovery of wet gas. Two 
successful step-out wells and one 
marginal well have since been 
drilled; a fourth is planned. 
Production facilities are scheduled 
to be built in the summer of 1987 
and the gas is expected to come 
on stream in early 1988. 
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Gross production of crude oil 
averaged 201 cubic metres per day 
(161 cubic metres per day net), 
down slightly from the previous 
year. Natural gas production 
averaged 167,000 cubic metres per 
day (126,000 cubic metres per 

day net), a decrease of 20% from 
the previous year. 


ATCOR revised downwards its 
reserve estimates by approximately 
500,000 barrels of oil, primarily in 
the Maidstone area of Saskatch- 
ewan, as a result of the drop in oil 
prices which rendered recovery 
unprofitable. The write-down of oil 
reserves was Offset by concentra- 
tion on the search for natural gas, 
which resulted in a net increase 
of proven and probable gas 
reserves at the end of the year. 


The total working interest in lands 
held, excluding split rights, 
increased by 9% to 104,748 
hectares. The increase was due 
primarily to a 13% increase in land 
holdings in Alberta. 


Gas Processing 


A major expansion at the Edmonton 
ethane extraction plant, completed 
in 1985, permitted the processing 
of additional volumes of gas 
associated with 2 large custom 
processing contracts. The expan- 
sion contributed to a 53% increase 


Crude Oil and Natural Gas Reserves 


Gross Before Royalties 


Proven Probable Total 

Crude Oil and Natural Gas Liquids (10°m*) 

1986 406 301 707 

1985 455 402 857 
Natural Gas (10°m’) 

1986 1,249 313 1,562 

1985 1,090 336 1,426 
Petroleum and Natural Gas Rights 

Hectares 
Gross Net 
Alberta 267,845 97,714 
Saskatchewan 11,294 5330 
British Columbia 3,100 598 
Manitoba 3,415 1,101 
285,654 104,748 

Petroleum Rights Only (Alberta) 289,853 150,782 
Total 1986 b/a.00K 255,530 
Total 1985 622,749 265,511 


in processing fees during the year 
and helped to offset the impact of a 
sharp decline in LPG prices. 


Plans for the construction of 2 
natural gas liquids recovery plants 
in the Carbon and Joffre areas of 
Alberta were cancelled due to 
uncertain market conditions for 
LPGs. ATCOR continues to seek 
profitable processing and transpor- 
tation opportunities through the 
enhancement of existing facilities 
as well as the development of 
new projects. 


Gas Marketing 


Gas marketing operations continued 
to grow in 1986. In addition to 
selling gas to its traditional markets 


within Alberta, ATCOR was success- 
ful in exporting gas to both eastern 
Canada and the United States. 
ATCOR sold 103 petajoules of 
natural gas during the year, 
including intercompany sales. The 
total number of customer contracts 
increased to 30 from 23 in the prior 
year. Gas was supplied by 109 
producing companies under approxi- 
mately 175 separate contracts. 


Deregulation of gas pricing in 
Canada and the United States, as 
well as efforts by government and 
regulatory agencies across North 
America to open access to gas 
markets and transportation, will 
provide ATCOR with the opportunity 
to expand into markets outside of 
Alberta. In anticipation of ATCOR’s 
growing involvement in the United 
States, a U.S. company was incor- 
porated in the summer of 1986 
under the name CU Marketing Inc. 


During the past year, ATCOR sold 
2.5 petajoules of natural gas to 
customers outside of Alberta. 
Included in this amount were 

sales under a long-term contract to 
a major refiner for its Sarnia, 
Ontario refinery. 


In July 1986, ATCOR, in conjunction 
with 3 other Canadian suppliers, 
entered into an agreement with 
Alberta Northeast Gas Limited, a 
consortium of 19 distribution 


companies in the northeastern 
United States, to supply 150 
petajoules of natural gas annually 
for 15 years, commencing in 1988. 
ATCOR’s share of the contract is 
13 petajoules per year. A joint 
application to the National Energy 
Board to export the gas was the 
subject of a hearing in early 1987. 
A decision is expected later in the 
year. ATCOR has either entered 
into letters of intent or is in 
advanced stages of negotiations 
with various other U.S. buyers for 
the sale of gas. All are subject to 
the availability of inter-state 
transportation capacity. 


AT&S 


AT&S Exploration Ltd., a joint 
exploration company in which 
ATCOR holds a 30% interest, 
completed its planned frontier 
exploration program at the end of 
1986. The highlight of the 1986 
effort was at Amauligak in the 
Beaufort Sea where a 3-well 
delineation program confirmed the 
presence of an estimated 800 
million gross barrels of oil reserves. 


The Amauligak discovery is 
particularly significant for it represents 
a world-class discovery. Its 
development could lead to the 


delineation of and the production 
from earlier discoveries in the 
Mackenzie Delta-Beaufort Sea 
area (in which AT&S holds interests) 
and the establishment of a whole 
new oil and gas exploration and 
producing region in Canada. 
Development of Amauligak and the 
construction of a pipeline from the 
Mackenzie Delta to Alberta would 
together represent a multi-billion 
dollar megaproject with many 
associated investment opportunities 
and economic benefits to the 
North, to Alberta and to the 
Company. 


Through farm-in agreements, 
AT&S increased its participation in 
the Amauligak field from 3.00% to 
10.16%, while ATCOR earned 
3.04% directly to hold a 6.09% 
interest in the field. Plans for 
further delineation in 1987 have 
been announced by Gulf Canada 
Resources, the operator. If 
approved, it could lead to seasonal 
production by the summer of 
1988 and full production by the 
mid-1990’s. 


FINANCIAL REVIEW 


WHERE THE REVENUE DOLLAR WAS SPENT 
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Annual Growth Rate Total 11.1% 
Electric 12.0% 

Gas 10.9% 

Other 1.4% 
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Cash remaining for 
investment 


Dividends on Class A and 
Class B shares 


* Results include a short—term deferral of 
income tax payments on the change to 
the normalized — all taxes paid method 
of accounting for income taxes. 
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Annual Growth Rate 8.5% 


Dividends per Class A 
and Class B Share 


(quarterly rate in cents) 
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Annual Growth Rate 15.4% 


arnings attributable 
to Class A and 
Class B shares for 
1986 were $116.9 
million ($2.16 per 
share) compared to $101.4 million 
($1.87 per share) in the previous 
year. The 1985 results have been 
restated to conform with the new 
Guideline issued by The Canadian 
Institute of Chartered Accountants 
(CICA) on accounting for petroleum 
and natural gas assets under the 
full-cost method. Earnings for 1985 
had previously been reported at 
$111.9 million ($2.07 per share). 


Consolidated revenues were $1.245 
billion in 1986 compared to $1.326 
billion in 1985. Natural gas 
revenues declined to $737.0 million 
from $854.1 million; electric 

power revenues rose to $375.2 
million from $324.0 million; and 
non-utility energy revenues declined 
to $130.8 million from $147.2 
million. Major operating factors 
affecting earnings and revenues 
are discussed in the appropriate 
operations sections of this report. 


Earnings per Class A and Class B Share 


Electric 

Natural Gas 

Non-Utility — Energy 
— Other 


During the year, approximately 5.5 
million warrants to purchase 
TransAlta shares from the Company 
were exercised, producing an 
after-tax gain of $10.8 million. The 
proceeds are invested in market- 
able securities, which produced 
earnings from interest and 
dividends of $4.3 million after tax in 
1986. 


With the adoption of the new CICA 
Guideline on full-cost accounting 
by ATCOR Ltd., CU’s major 
non-utility subsidiary, the previously 
reported 1985 write-down was 
increased by $10.5 million after 
tax. With markets for hydrocarbon 
products remaining depressed in 
1986, a further write-down of $3.6 
million after tax was required to 
report the value of oil and gas 
properties at their recoverable 
amount for accounting purposes. 


A final decision from the Alberta 
Public Utilities Board on an 
application to set rates for 1984 
and 1985 was received early in 
1987 by Northwestern Utilities 
Limited. Additional earnings will be 


1986 1985 Change 
$ $ $ 
ieee ED eee 
80 97 (.17) 
10 (30)  .40 
1 Aes) 09 


recorded in 1987 to reflect both 
the rate decision and other 
adjustments ordered by the Public 
Utilities Board. The decision further 
required Northwestern Utilities 
Limited to submit information on its 
results for 1986 to determine any 
necessary additional revenues or 
refunds required for that year. 
Alberta Power Limited received an 
interim rate increase, effective 
October 1986, and with the 
completion of the rate hearings in 
February 1987 it expects a final 
decision in the near future. 


Natural gas market deregulation 
has produced changes in the 
environment in which the Company 
functions. The impact of deregula- 
tion is summarized in the natural 
gas and non-utility operations 
sections of this report. 


At the conclusion of 1986, there 
were 28,717,976 Class A non- 
voting and 25,498,598 Class B 
common shares outstanding for a 
total of 54,216,574, an increase 

of 5,000 shares from December 31, 
1985. The Class A shares are 
distributed among 9,781 share- 
holders of whom 9,723 are Canadian 
residents. The Class B shares are 
held by 2,298 shareholders of 
whom 2,265 are Canadian 
residents. The total shares held by 
non-residents represents less 

than 1% of the total shares 
outstanding. During the year, 
880,076 Class B shares were 
exchanged for an equal number 

of Class A shares. A more detailed 
explanation of the rights and 
privileges accorded these 2 classes 
of shares is contained in the 

notes to the consolidated financial 
statements. The Company's shares 
are listed on the Toronto, Montreal 
and Alberta stock exchanges. 


In 1986, the Company’s quarterly 
dividend rate was 32¢ per share 

in each of the first 3 quarters and 
was increased to 32'/¢ in the 
fourth quarter. The annual dividend 
of $1.285 in 1986 represented 
59.6% of the $2.16 earnings per 
share. 


Capital expenditures in 1986 were 
$248.1 million. The Company’s 
net investment in property, plant 
and equipment rose $158.4 
million to $2.227 billion. 


Capital Expenditures 
1987 


1986 Estimate 
($ Millions) 

Electric 156.2 147.6 

Natural Gas 68.0 82.2 
Non-Utility 

Energy 23.7 26.3 

Other 2 Ai 

248.1 260.8 


Long-term external financings in 
1986 totalled $330 million. These 
financings included the issue of 
$60 million Series L Preferred 
Shares at a rate of 7.70% and 
$80 million Series M Preferred 
Shares at a rate of 7.08%. The 
proceeds from these issues were 
applied to redeem the 10.12% 
Series E Preferred Shares and the 
14.00% Series F Preferred Shares 
respectively. 


The Company also issued $100 
million of 9.85% debentures and 
$90 million of 10.25% debentures 
in the Canadian market. Both 
issues have a 20-year maturity. 
Proceeds from these issues were 
applied to the Company’s ongoing 
capital expenditure program. 


The projected capital expenditure 
program for the next 5 years is 
currently forecast at $1.3 billion. 
This forecast is subject to change 


depending upon the level of 
economic activity in Alberta. 


The Company's capitalization 
includes a $288.6 million Series H 
Preferred Share issue which was 
used to finance the investment in 
TransAlta Utilities Corporation. 

The TransAlta investment is regarded 
as being self-liquidating in nature, 
and the Company expects total 
divestiture to occur on or before 
November 1, 1987. Each Series H 
Preferred Share carried a detach- 
able warrant, entitling the bearer to 
purchase one Class A common 
share of TransAlta, owned by CU, 
at a price of $22.25 per share, on 
or before November 1, 1987. The 
Company, at December 31, 1986, 
has received $148.1 million from 
the exercise of TransAlta warrants. 
The proceeds are temporarily 
invested in a portfolio of Govern- 
ment of Canada securities, corporate 
bonds and floating rate preferred 
shares. Investment of these proceeds 
will continue until November, 

1987 at which time they may be 
applied to the redemption of the 
Series H Preferred Shares. 


The Company maintains a high 
credit standing on its debt and 
preferred equity instruments. CU's 
credit rating, by 2 major Canadian 
rating agencies, is AA and A+ 
(High) on debenture instruments, 
and Pfd-1 and P1 on the 
preferred shares. 


FINANGIAL STATEMENTS 


The consolidated financial statements and other financial information 
relating to the Company contained in this annual report have been 
prepared by management, which is responsible for the integrity and 
objectivity of this information. The financial information contained 
elsewhere in this annual report is consistent with that in the consolidated 
financial statements. The consolidated financial statements have been 
prepared in conformity with generally accepted accounting principles as 
applied to regulated utilities and conform in all material respects with 
International Accounting Standards. Where management makes a choice 
from acceptable alternatives it uses methods which it believes are 
prudent. These consolidated financial statements necessarily include some 
amounts that are based on informed judgements and best estimates of 
management. 


Management depends upon a system of internal accounting controls to 
meet its responsibility for reliable and accurate reporting which includes 
periodic review by the internal audit function. Management modifies and 
improves its system of internal accounting controls in response to changes 
in business conditions. 


Price Waterhouse, the Company’s independent auditors, are engaged to 
express a professional opinion on the consolidated financial statements. 
The examination is conducted in accordance with generally accepted 
auditing standards and includes tests and other procedures which allow 
the auditors to report on the fairness of the consolidated financial 
statements prepared by management. 


Under provisions of the Canada Business Corporations Act, the Board of 
Directors appoints certain of its members to serve on the Audit 

Committee. The Board of Directors, through this Committee comprised of 5 
non-management directors, oversees management's responsibilities for 
financial reporting. The Audit Committee meets regularly with management, 
the internal auditors and the independent auditors to discuss auditing and 
financial matters, gain assurance that management is carrying out its 
responsibilities and to review and approve the financial statements. The 
auditors have full and free access to the Audit Committee. 


C. S. RICHARDSON H. N. BOTTOMLEY 
Deputy Chairman of the Board Vice President, 
and Chief Financial Officer Finance and Administration 


To the Shareholders of 
Canadian Utilities Limited: 


We have examined the consolidated balance sheet of Canadian Utilities 
Limited as at December 31, 1986 and the consolidated statements of 
earnings and retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the 
financial position of the Company as at December 31, 1986 and the results 
of its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied, 
after giving retroactive effect to the change in accounting for its 
non-regulated petroleum and natural gas properties as explained in Note 7 
to the consolidated financial statements, on a basis consistent with that of 
the preceding year. 


Py Ce. 


Chartered Accountants 


Edmonton, Canada 
January 30, 1987 


CANADIAN UTILITIES LIMITED 


Year ended December 31 


1986 1985 
Note (Thousands) 

Revenues a0 y-. Si eA tee $1,244,802 $1,325,936 
Operating Expenses 

Natural Qas'SUpDIV 2yer.fcncc6 Sond on dn eee eee 1 395,933 479,273 

Operation*and maintenance.) y...0= en. eee er , 384,484 376,971 

Taxes'— other:than income... ...:2..s:. cess eee eee eee 2 67,701 98,405 

Taxes —\INCOMC ise) ate iene ds ae One eee 3 121,864 105,380 

Depreciationiand depletion. 42. s4......¢-4-0n (eee eee 7 81,707 96,601 

1,051,689 1,156,630 

193,113 169,306 

Allowance for Funds Used During Construction .................. 34,629 46,926 

Gain on Disposition of Shares...................... 00. cece ee eee 6 15,460 3,631 

Other Income: (05. fc i oe eee 4 9,769 5,229 

252,971 225,092 

Interest Expense)... o.oo. ens os. - eee ae 83,570 75,849 

Dividends on Preferred Shares .......................0 ccc eeu 12 52,457 47,834 

136,027 123,683 

Earnings Attributable to Class A and Class B Shares............. 116,944 101,409 

Retained Earnings at Beginning of Year — as restated............ 7 320,745 285,474 

437,689 386,883 

Dividends on Class A and Class B Shares ....................... te 69,663 66,138 

Retained Earnings at End of Year.............................0.. $ 368,026 $ 320,745 


Earnings per Class A and Class B Share......................... $ 2.16 $ 1.87 


CANADIAN UTILITIES LIMITED 


December 31 
1986 1985 
Note (Thousands) 
ASSETS 
Current Assets 
Cash and short-term investments ..........0...00. cc eeceeeeeeeees $ 17,231 $ 21,977 
Accounts receivable sia ttn. tides ees a were Fee ete 2) 106,882 135,582 
Materials:and-supplies sa05>.-.40..2nt eee eee nee eee 28,162 26,303 
Naturalgas-stored is seen fed see ie me meet oa 27,226 5rc00 
Prepaid 6xpenses ac. 5 sci. Le hee cee ne tie eg ee 4,193 2,890 
183,694 192,107 
Investment in Securities............0..0.000.0 0c ccc 6 148,058 
Investment in TransAlta Utilities Corporation ..................... 6 124,158 226,981 
Property, Plant and Equipment ...............................05. 7 2,227,279 2,068,893 
Deferred Expenses A0e006 3a. te: cas das Ae oe 8 59,804 49,925 
$2,742,993 $2,537,906 
LIABILITIES AND CAPITALIZATION 
Current Liabilities 
DUe: tO: Dank sees sete tk een, ave 0s 1 Rey tne es en eee $ 22,195 $ 22,504 
Accounts payable and accrued liabilities .......................05. 149,266 192,520 
incomexand other, taxes:in see er ee Se eee ce ae 25,169 20,333 
Dividends: payable me rectycts eae tee nome eee ences vee 9,913 12,221 
Long-term debt.—- current maturities ................... cee ee eae 11 55,094 19,269 
261,637 266,847 
Deferred Credits 
Contributions for extensions to plant ........................00005 208,388 190,071 
Delered:inCOMe: taxes meter te ae ere mn cman es 18,447 14,943 
CI Gime eres ered ete tk aay a Rent ate e ayia 9 41,725 40,961 
268,560 245,975 
Capitalization 
Bong-termidebt tet pce e ct rst ee me remenpane me oar meie 11 711,133 581,783 
PrelerredishialeS sere ete ee rate ee eee ete tte 12 802,927 791,930 
Class A and Class B shareholders’ equity.......................4. 13 698,736 651,371 


2,212,796 2,025,084 
$2,742,993 $2,537,906 


bhp besMen 


Uh BE Wood, Director D. R. B. McArthur, Director 


APPROVED BY THE BOARD: 


CANADIAN UTILITIES LIMITED 


Year ended December 31 


1986 1985 
(Thousands) 
CASH PROVIDED FROM OPERATIONS 
Earnings attributable to Class A and Class B shares..................0e esse eee $116,944 $101,409 
Depreciation and depletion ........0..2. 224.055 2+ scrme oe 4 setae eee ren 81,707 96,601 
Gain ‘on. disposition of shares |... «0... 2 see a aeeeernie ieee teeta teense (15,460) (3,631) 
0 (17=) gee ee ne NEES i no occdd encoun. 12,647 4,804 
Allowance for funds used during construction — shareholders’ equity............. (13,504) (19,230) 
182,334 179,953 
Decrease (increase) in working capital... ... 2 vate sc0 ss eee eet ee (37,059) 18,699 
145,275 198,652 
Dividends on Class A and Class B Shares .................. 0... c cece cece eens 69,663 66,138 
75,612 132,514 
FINANCING 
Issue’ of long-term debt... oo... sic cae sooo ein cea een ee 190,000 13,154 
Reduction in long-term debt. ..:........as..0 oem ene see (24,825) (26,520) 
Contributions for extensions to plant .<..... 2 cpecee cee ee nee 25,215 26,879 
Issue of preferred Shares... ...% 655 e8s ons neon cote cn a0 eee 140,000 125,000 
Preferred shares redeemed. v.26... cc ue css es tos cbe me bales sees ene eee nan eee (128,055) (82,972) 
OME eeccc ck codes das eae daa ni plcne ote eh oie) ont eae err (12,238) (7,368) 
190,097 48,173 
Total Cash for Investment. ... 5. .0.....6.0.<.4.40% est oe Oe eee 265,709 180,687 
INVESTMENT 
Additions to property, plant and equipment ...... 22. 25a suse eter een 248,142 235,618 
Increase in deferred expenses for natural gas exploration — net ................... 5,439 3,969 
Allowance for funds used during construction — shareholders’ equity............... (13,504) (19,230) 
240,077 220,357 
Investment in TransAlta Utilities Corporation 
— Net carrying cost .. 0 0.6.0). .suecd esas soos 4,034 5,130 
— Proceeds on disposition of shares ...... «1.1.0. 0/eneey wee en nee een ee (122,317) (25,928) 
Investment in Securities ©... oc sun con od Gu eee cee eee 148,058 
Disposition of property, plant and equipment ................. 0. ccc ec eee eee eee (2,284) (22,294) 
Increase in other deferred expenses .....................ceeececeececececnceetes 2,578 6,184 
270,146 183,449 
Decrease in Cash 00.0.0 os oe. Sees cee cea cy ut eB $ 4,437 $ 2,762 


“Long-term debt — current maturities” and cash are excluded from working capital. 
Cash is defined as “Cash and short-term investments” less “Due to bank.” 


CANADIAN UTILITIES LIMITED 


December 31, 1986 
Consolidated Financial Statements 


The consolidated financial statements have been prepared by management in accordance with generally accepted 
accounting principles and conform in all material respects with the International Accounting Standards adopted by 
the International Accounting Standards Committee. 


The consolidated financial statements include the accounts of the Company, the utility subsidiaries, Alberta Power 
Limited (electric), Northwestern Utilities Limited and Canadian Western Natural Gas Company Limited (natural 
gas), and a non-utility subsidiary, CU Enterprises Inc. (formerly ATCOR Resources Limited). 


Regulation 


The utility subsidiaries are regulated primarily by the Public Utilities Board of Alberta (the “Board”) and the Energy 
Resources Conservation Board of Alberta, which administer acts and regulations covering such matters as rates, 
financing, accounting, construction, operation and service area. The Board may award interim rates, subject to final 
determination. Decisions made by these authorities or management which impact on utility accounting policies are 
reflected in the consolidated financial statements after the date of decision. 


Revenue Recognition 


Customers are billed on a cycle billing basis and revenues are recognized when billed. Significant additional 
revenues or refunds resulting from Board decisions are recorded in the period to which they relate. Other 
adjustments are recorded in the current period. 


Natural Gas Supply 


The Province of Alberta enacted the Natural Gas Rebates Act effective January 1, 1974 to shelter the majority of 
Alberta natural gas customers from the full impact of significant price increases for natural gas. Under the 
provisions of the Act, the natural gas subsidiaries incur a lower effective cost for natural gas in that they are 
reimbursed for the portion of the price paid to their suppliers which exceeds the support price. 


Taxes — Income 


Income taxes are provided by the utility subsidiaries, using the normalized - all taxes paid method approved by the 
Board. This method does not result in a deferral of income taxes as any timing differences between accounting 
earnings and taxable income are eliminated. The major portion of income taxes paid is refunded for rebate to 
customers under the Public Utilities Income Tax Transfer Act and the Utility Companies Income Tax Rebates Act. 
Prior to adoption of this method, the utility subsidiaries provided for income taxes on the flow-through method which 
resulted in a deferral of income taxes. As the income tax component of rates is designed to recover only income 
taxes currently payable, no provision has been made in the consolidated financial statements for this deferral of 
income taxes. The customer in future years will bear an additional charge in the event of a reversal of these 
unbooked deferred income taxes. Significant reversals are not expected in the foreseeable future. 

The Company and its non-utility subsidiary provide for deferred income taxes except where under the terms of a 
cost of service agreement the subsidiary is only allowed to recover income taxes currently payable in the revenues 
billed. 


Inventories 


Inventories are valued at the lower of cost or net realizable value. Costs for materials and supplies are determined 
on an average basis, whereas the cost of natural gas stored is determined on a first-in, first-out basis. 


Property, Plant and Equipment 


The utility subsidiaries include in the cost of additions an allowance for funds used during construction, at a rate 
approved by the Board for debt and equity funds. 


Certain additions are made with the assistance of cash contributions where the estimated revenue is less than the 
cost of providing service or where special equipment is needed to supply the customers’ specific requirements. 
These contributions are amortized on the same basis as, and offset the depreciation charge of, the assets to 
which they relate. 


On retirement of depreciable assets, the accumulated depreciation is charged with the cost of the retired unit less 
net salvage. Gains and losses on extraordinary retirements are recognized in earnings as extraordinary items. 


Included in the natural gas subsidiaries’ Property, Plant and Equipment are gas wells that have been drilled, 
tested and capped and remain unconnected to the utility system. The Board has directed that the costs of such 
wells, including an allowance for funds, be accounted for as plant held for future use. If, after a period of 5 years, 
these wells have not been added to the utility system, the costs are written off against funds received under The 
Natural Gas Pricing Agreement Act. If at a future date a gas well is placed in service or is required to be used, 
the amount written off will be reinstated in Property, Plant and Equipment. 


The non-utility subsidiary follows the full-cost method of accounting for petroleum and natural gas properties 
whereby all costs relating to the exploration for, and development of, petroleum and natural gas properties are 
capitalized in one cost centre. The capitalized cost of petroleum and natural gas properties is limited to an amount 
equivalent to the estimated net amount to be received with respect to the production of proved reserves plus the 
net cost of unproved properties less future general and administrative expenses, financing costs and income 
taxes. 


Depreciation is provided on assets on a straight-line basis over their estimated useful lives. The major assets are 
depreciated using rates approved by the Board varying from 1.5% to 6.4%. All resource properties are depleted on 
a unit of production basis. 


Deferred Expenses 


The natural gas subsidiaries include in gas exploration all costs, including an allowance for funds, related to the 
development of gas reserves. These costs are recorded net of income taxes. Costs related to a successful venture 
are capitalized as plant and equipment. The costs of an unsuccessful venture are charged against amounts 
received under The Natural Gas Pricing Agreement Act included in other deferred credits. 


Expenses of issue of long-term debt are amortized over the weighted average life of the debt and expenses of 
issue of preferred shares are amortized over the expected life of the issue. Premiums and unamortized issue costs 
of redeemed long-term debt and preferred shares are amortized over the life of the issue funding the redemption. 


Leases 


The Board requires that application be made for the capitalization of leases in the determination of customer 
rates. Prior to such approval, leases that would otherwise be treated as capital leases are accounted for as 
operating leases. 


Deferred Credits — Other 


As Alberta gas producers, the natural gas subsidiaries receive a pro rata share of funds available under The 
Natural Gas Pricing Agreement Act. The amounts received, net of royalties and income taxes, are deferred and, 
subject to Board approval, are reduced by the costs of unsuccessful natural gas exploration. 


Preferred Shares 


The preferred dividends are recorded in the same manner as interest expense in the consolidated statement of 
earnings and retained earnings. 


The capitalization segment of the consolidated balance sheet and the consolidated statement of earnings and 
retained earnings reflect the financing and cost of capital policies of the Company as a regulated utility in Alberta. 


Alberta Electric Energy Marketing Agency 


The Province of Alberta has established the Alberta Electric Energy Marketing Agency to reduce rate differentials 
for Alberta consumers by the purchase and resale of energy. The Agency buys energy from the utilities at each 
utility's cost of generation and transmission and resells identical quantities of energy at an average cost. The 
difference between the Company's selling and buying prices is adjusted in the customer rates. 


CANADIAN UTILITIES LIMITED 


December 31, 1986 


1. Natural gas supply 


The natural gas supply expense is net of a rebate from the Province of Alberta of $77,751,000 (1985 — 
$109,397,000). 


2. Taxes — other than income 


Year ended December 31 


1986 1985 
(Thousands) 

Federal! Ganadian: ownershiptaxeS.a. mun fee eee te ar aces. $ $22,064 
Federal petroleum and natural gas revenue taxeS...............0.. 00 0c sees 2,169 5,984 
2,169 28,048 
EFANCIISC: 1AXCS utern a8 oct th ate ore RRR Mahe Sa eu 51,687 56,937 
POPOV daXxes tency whee 8 iene chr terete PND Stee Ge chy ss 13,477 12,524 
Provincialimineral:taxes snveescedes ceeeann ee ee mee eee Rater phey! os 368 896 
$67,701 $98,405 


No Canadian ownership taxes and Federal petroleum and natural gas revenue taxes have been levied since 
June 1, 1985 and October 1, 1986 respectively. 
3. Taxes — income 


Under the normalized —all taxes paid method of accounting for income taxes the expected rate of income tax 
on accounting earnings would equal the statutory rate in the absence of permanent differences. The 
following table describes the permanent differences and their effect on the statutory rate: 


Year ended December 31 


1986 1985 
Statutory income: taxirale aerate ote enemy ae date cect ind, he N eh es 48.8% 47.9% 
Allowance for funds used during construction................ 0c ccc cece cence eee ees (3.3) (5.5) 
Crown royalties and other non-deductible Crown payments ..................0.0 00. 1.8 oth 
Fatnedidepletionsand:sesourceallOWanCe: rete rte ne ake tat (2.7) (3.7) 
Ga IncONncCISDOSITONLOL SNaleS wenetntaaynn caret perenne erm re WetheCe since eis wit (1.0) (0.3) 
DIVIGENCLINCOME peewee atten eat ert en Seottnen oan: Were Somtuin Moin t elses 4 (0.7) (0.1) 
REASSESSIMENIS me meee ette erste yee ai alan tae Stites ae netertl ae an eee (2.4) 
AIDE CLEA XH GIEC ILS maaan Manner dint una Nenteety RN OR gr ae Cece cca. 20s oh Aa alte hc Sec (1.0) (0.8) 
CONG een nner re enn aD 8 rite Panne nC EAS atau y ct tiadd waaay (0.1) 2.6 
IACI gITICOMET aX: LAle arin een ater ee RN Pete es Su tailors diva cke vo 41.8% 41.4% 


Taxes — income includes deferred income taxes of $3,662,000 (1985 — a drawdown of $2,189,000) provided 
for timing differences in the Company and its non-utility subsidiary. 


A provision for certain deferred income taxes is not included in the consolidated financial statements. 
Unbooked deferred income taxes increased during the year by $101,000 (1985 — increase of $5,344,000) 
to an accumulated amount of $134,616,000. 


Other income 
Year ended December 31 


1986 1985 
(Thousands) 
Interest scotia occ ghee sea cese's ew Sos uca Boku are Reus oe $5,057 $2,972 
Dividends cc... ccecc sce cb ba Lule oire bs bln pny ee ne 4,190 629 
Gain on purchase of long-term debt. 72.) Js.) eer 84 1,085 
OWWGr «cc soi can chine occ vd bs on piel UU ROIS oR 438 543 
$9,769 $5,229 
Accounts receivable 
December 31 
1986 1985 
(Thousands) 
Customer accounts by segment — natural gaS .............. 0c cece eee eee $ 50,747 $ 66,892 
— electric 3.2 022 eee 20,399 20,616 
— ENCLOY 0. ge. es eed ee eee ee 16,934 19,(57 
Receivable from the Province of Alberta ............... 00. c cece eee eee ees 8,991 12,947 
Other receivables and deposits .. 2... ...0.4. 02 satoe see eee aera 9,811 15,370 


$106,882 $135,582 


Investment in TransAlta Utilities Corporation 


On August 3, 1982 the Company, ATCO Ltd. and TransAlta Utilities Corporation entered into an agreement 
providing for the divestiture of the interlocking equity ownership positions held by the Company and TransAlta 
Utilities Corporation. On December 1, 1982 warrants were issued to the holders of the Series H preferred 
shares entitling the bearer, for each warrant held, to purchase one Class A common share of TransAlta 
Utilities Corporation owned by the Company at a price of $22.25 per share on or before November 1, 1987. 
The investment in TransAlta Utilities Corporation was acquired at a price of $18.81 per share. 


Effective January 1, 1985 the net carrying cost of the investment has been deferred and added to the cost of 
the investment. The market value of the TransAlta Utilities Corporation shares has increased such that, in 
management's opinion it is appropriate to defer this cost until the warrants are exercised and gains are 
realized. The carrying cost of the investment has increased by the following: 


December 31 
1986 1985 
(Thousands) 
Expense 
Preferred dividends.....23..: s:..0.< ca oon teen Sane oe ee $19,640 $25,779 
OUNED osc. Eeaaie vs cate wi ode wearer ee 1,506 2,230 
income 21,146 28,009 
Dividends .. 1. ccacc< sek mabe v's obo ee 15,791 20,519 
Interest, cc. cd aes eei ges acalek 9 vous ae en er 1,321 2,360 
17,112 22,879 


$ 4,034 $ 5,130 


During the year, 5,497,384 (1985 — 1,152,316) warrants were exercised for an after-tax gain of $10,845,000 
(1985 — $2,664,000), leaving 6,319,863 outstanding. The proceeds are invested in securities which are 
stated at cost (market value — $147,880,000) and are available for the redemption or retraction of the Series 
H Preferred Shares. The interest and dividends received from these securities are recorded in other 

income. 


Property, plant and equipment 


December 31 
1986 1985 
Accumulated Accumulated 
Cost Depreciation Cost Depreciation 
(Thousands) (Thousands) 
Natural gas plant and equipment ..................... $1,041,965 $247,948 $ 978,016 $221,354 
Electric plant and equipment ......................005 1,493,248 311,325 1,092,623 264,661 
Construction work in progress ...................0 00 ee 151,251 400,496 
Non-regulated petroleum and 
Natural Gas properticSmysmsre si, sp eens eens 124,621 66,242 102,127 57,741 
Other plant and equipment........................0. 37,380 13,161 35,921 10,909 
Lead: og ua Ss Pare ey crete ee a ee 17,490 14,375 
$2,865,955 $638,676 $2,623,558 $554,665 
Net property, plant and equipment.................... $2,227,279 $2,068,893 


The Company's electric subsidiary has a 50% joint ownership in the construction and operation of Sheerness 
Generating Stations 1 and 2. Unit 1 was commissioned on January 1, 1986. Unit 2, included in construction 
work in progress in the amount of $93,367,000 (1985 — $80,275,000), is presently approved by the Energy 
Resources Conservation Board for commissioning in 1990. 


Plant held for future use in the amount of $17,714,000 (1985 — $24,213,000) is included in natural gas plant 
and equipment. 


The Company has adopted, on a retroactive basis, a method of accounting for its non-regulated petroleum 
and natural gas properties which conforms with the Guideline issued by The Canadian Institute of Chartered 
Accountants. The Guideline prescribes a ceiling test calculation which requires current prices for all 
reserves. 


Application of the Guideline results in a 1985 write-down of $31,676,000 ($23,435,000 after income taxes), an 
increase over the $17,725,000 ($12,895,000 after income taxes) write-down previously reported. Depreciation 
and depletion in 1985 increased by $13,951,000 and income taxes decreased by $3,411,000 for a reduction 
in 1985 earnings of $10,540,000. For 1986 the write-down is $5,089,000 ($3,585,000 after income taxes) 
based on an average 1986 oil price of $15.50 per barrel, an average natural gas price of $1.60 per mcf and 
current royalty rates and production costs. The 1985 write-down was based on January 31, 1986 oil prices 

of $21.00 per barrel and an average natural gas price of approximately $1.60 per mcf and the then current 
royalty rates and production costs. If 1986 and 1985 year-end prices for oil and natural gas had been used 
no additional write-downs would have been required. 


The previous policy of the Company had been to use a different ceiling test calculation. The retroactive 
application of the change increased current year's earnings by approximately $11,000,000 ($8,300,000 after 
income taxes). 


Deferred expenses 


December 31 
1986 1985 
(Thousands) 
Gas' exploration’ —metel esate neni oe cement ahr: Benen ort Orcs $29,948 $24,508 
Unamortized debt and preferred share issue expenses .................0.0 008s 23,564 19,082 
Othe riesincterst ela oes oa ne a IE ete ee at a Guang 3 6,292 6,335 


$59,804 $49,925 


10. 


11. 


Deferred credits — other 


Funds received under The Natural Gas Pricing 
Agreement Act — net 0... 0.00.0: 2e sureties Ute aise es areata eee 
Other ges as deaee caused $a dands os ulate an eee ae ee 


December 31 


1986 


1985 


(Thousands) 


$34,433 
7,292 


$41,725 


$34,224 
6,737 


$40,961 


During the year, $Nil (1985 —$1,944,000) of unsuccessful gas exploration costs, net of related income taxes, 
were charged against funds received under The Natural Gas Pricing Agreement Act. No funds have been 


received since November 1, 1986 as a result of natural gas deregulation. 


Bank line of credit 


Under a bank loan agreement, which provides a line of credit of up to $75,000,000 to March 14, 1988, the 
Company issues commercial paper and assumes bank loans. Under the agreement the Company maintains 
an unused bank line of credit of not less than 50% of the commercial paper outstanding. At December 31, 


1986 and 1985 there were no loans outstanding under this agreement. 


Long-term debt 
Long-term debt outstanding, net of current maturities, is as follows: 


Canadian Utilities Limited 
Debentures — sinking fund 
852% due March 1992 sai... essa sik oe tenes aoe eee 
894% due July 1998 ain. cic tea sca cleo erets eer etch eer we e e 
91% due March 1994 2... 2 esc yates ee a 


11%4% due February 1996)... 50)... gei eee 
97%% due September 2002 ......... 1d bw hare hare ees aes ne Oe ee 
10.40% due July 1999)... . sus sac. select ennene la ern ee 
12% due July 2000 5c... sce: aan ee 
17% due December: 1996 <2. ...:.cyer = area were sleet estat meer eee 
17.5% due March, 1997 occ cc. sc ante oetar cies chee eae en an ae 
Debentures — other 
17% due August 1987)... 2.22.2 ):<.5 secs cet ere ieee eee ee eee 
13.10% due June 1994 . oo. eos asc co aceeee espe eae ge ae en 


Capitalized lease obligation due to 1996 .............. cc cece eee e eee eee 

Finance contracts at 9:118% due toc) 993) reser seaee eee emer ee 

Note payable due December 1988 x... must steerer ee ene 
Alberta Power Limited 

First mortgage sinking fund bonds 5%%% to 642% due to 1992................... 

Sinking fund debentures 714% to 956% due to 1991............ cece eee eee ee 
Northwestern Utilities Limited 

First mortgage sinking fund bonds 534% to 934% due to 1994................... 
Canadian Western Natural Gas Company Limited 

First mortgage sinking fund bonds 5%%% to 7% due to 1992..................... 

sinking fund debentures 934% due 1990 ;5. 22sec en 


December 31 


1986 1985 
(Thousands) 
$ 16,991 $ 18,199 
4,725 6,025 
6,180 7,062 
8,900 10,150 
35,000 36,100 
16,900 17,900 
63,750 66,636 
89,000 95,000 
35,000 37,500 
48,000 51,000 
35,000 
100,000 100,000 
100,000 
90,000 
614,446 480,572 
18,399 19,362 
12,495 13,775 
11,725 12,500 
20,000 20,000 
13,125 13,776 
10,643 10,823 
5,925 6,225 
4,375 4,750 
$711,133 $581,783 


During the year, the Company issued for cash $100,000,000 of 9.85% Debentures 1986 Series and 
$90,000,000 of 10.25% Debentures 1986 Second Series. 


The $11,725,000 note payable is owing to Rural Electrification Associations and bears interest determined at 
June 30 and December 31 of each year at the greater of a bank’s prime rate or its 5-year term deposit rate. 


Annual repayment of maturing issues, capitalized lease and finance contract requirements and sinking fund 
requirements for each of the following years are: 


Capitalized Sinking Fund 
Maturing Lease and Purchased 
Issues Finance Contracts Requirements in Advance Total 
(Thousands) 

1987 $35,000 $2,244 $24,417 $(6,567) $55,094 
1988 23,665 3,376 23,352 (1,680) 48,713 
1989 2,125 3,918 23,227 (55) 29,215 
1990 15,625 4,005 22,852 42,482 
1991 4,500 2,818 22,477 29,795 


The $100,000,000, 13.10% Debentures 1984 Series, due June 1, 1994, grants the holder of the debentures 
the option of requiring the Company to redeem all or any of the holder's debentures on June 1, 1989 at a 
price equal to the principal amount plus accrued and unpaid interest to June 1, 1989. 


The Company leases, with an option to purchase, a dragline costing $24,818,000 which is included in electric 
plant and equipment. The future minimum lease payments in aggregate are $29,540,000 of which 
$2,421,000 is payable in each of the 5 succeeding years. Included in these future minimum rentals is 
$10,177,000 of imputed interest at the rate of 7.62%. 


Preferred shares 


Dividends 
December 31 Year ended December 31 
1986 1985 1986 1985 
(Thousands) (Thousands) 
GanadianVilitiesscimited ee pee eee $762,919 $751,922 $69,924 $71,382 
Northwestern Utilities Limited ....................008. 10,500 10,500 420 420 
Canadian Western Natural Gas 
Gompany Limited 2. mae ni a eee eee 9,508 9,508 440 440 
CU Enterprises Inc. (formerly 
ALCOR Resources: Limited) Sean nx mater. cen 20,000 20,000 1,313 SPA 


40,008 40,008 2,173 2,231 
$802,927 $791,930 72,097 73,613 


Less dividends capitalized (Note 6) ................... 19,640 25,779 
$52,457 $47,834 


Canadian Utilities Limited 
Authorized: 
40,000, 5% Cumulative Redeemable Preferred Shares. 


150,000 Series Preferred Shares, issuable in series, which have been designated as Cumulative 
Redeemable Preferred Shares and rank pari passu with the 5% Cumulative Redeemable Preferred 
Shares. 


An unlimited number of Series Second Preferred Shares, issuable in series, which have been designated 


as Cumulative Redeemable Second Preferred Shares. 
Issued: 


December 31 
1986 1985 
Shares Amount Shares 
(Thousands) 


Cumulative Redeemable 
Preferred Shares 
SV Ct: ee es ar a PE yn TX, 40,000 $ 4,000 40,000 
Cumulative Redeemable 
Preferred Shares 
AVA9G SONGS VON ete a hae, Oe see 15,000 1,500 15,000 
Gomes Seles eee i ee 50,000 5,000 50,000 
Cumulative Redeemable Second 
Preferred Shares 
Non-retractable 


Fec0%o mores Gee at eer eee 921,580 23,040 957,580 

33,540 

Retractable 

1031 296m SenesiE Ges er 20 on eee 2,124,100 
14009 Series: Fak ae or ee ee 2,998, 100 
14.50%" Series'G tc... eee ee 2,000,000 50,000 2,000,000 
900% Series Hitea = 5.) eee 12,969,750 288,577 12,971,900 
8: /49o a OCNGS: LE awercce teaeece eee 3,952,100 98,802 3,952,100 
8.37576 OCICS Uieeeewe en eee 1,080,000 27,000 1,080,000 
e005 = Series: Keria io 57 eee 5,000,000 125,000 5,000,000 

fa OGom OCTICS aes eee 2,400,000 60,000 

08°C OCICS, Mantas oa sere ee 3,200,000 80,000 

729,379 

$762,919 


Amount 
(Thousands) 


$ 4,000 


1,500 
5,000 


23,940 
34,440 


53,103 
74,952 
50,000 
288,625 
98,802 
27,000 
125,000 


717,482 
$751 ,922 


During 1986, the Company redeemed the 10.12% and 14.00% Cumulative Redeemable Second Preferred 
Shares Series E and Series F. The redemption prices were $26 per share plus accrued dividends. The 
Company issued for cash $60,000,000 and $80,000,000 of Cumulative Redeemable Second Preferred 


Shares 7.70% Series L and 7.08% Series M, respectively. 


Also during the year, 2,150 Cumulative Redeemable Second Preferred Shares Series H were presented 


with warrants which entitled the holder to purchase Class A common shares of TransAlta Utilities 
Corporation and were subsequently cancelled by the Company. 


Stated value, redemption premiums and dividends: 


Stated 


Value 
Cumulative Redeemable Preferred Shares ; 
Ie ae oA NOM on ee Matis tana Shs Road 100 
Cumulative Redeemable Preferred Shares 
AVA%. SONOS eae a Pe econ Wag ke eich ee ner tr ee $100 
696 1 SOLOS 2 cue wet te fare ane cee $100 
Cumulative Redeemable Second Preferred Shares 
Non-retractable 
9.24% "8 Series: Bxeam ae cee norte eee ee \e-2) 
7:30% 2 sSerles: Gi ee ca a a ee, m2) 
Retractable 
10.24% Series D2 a eee ee eee $ 25 
10:12%. Series :E® te ee ee ee $°25 
14.00%-Series F oes. ca er ee ops) 
14.50% seSenes Gy eee a ee ee $25 
9.00% “Series Ha. oe eee eee DEC) 
827496. Series: |ferias a tes eee $ 25 
8.375%: SOrieS ad Fee wn eee ee ee $ 25 
7.80% "i Series. Kin 7 eons eta ee ae $ 25 
71. f 0% Series [oe eee ae eee as $ 25 
1.08%. Series M airs ce ot eee een $ 25 


Redemption privileges 


1987 
Redemption 
Premium 


4% 


2V2% 
1% 


0.8% 


4% 


Dividends 
Year ended December 31 


1986 1985 
(Thousands) 


$ 200 $ 200 


64 64 
300 300 
3,123 
1,712 1,769 
2,276 5,456 
3,892 
917 5,374 
7,852 10,493 
7,250 7,200 
25,962 20,976 
8,618 8,618 
2,266 2,266 
9,734 2,057 
3,631 
1,418 


67,648 65,926 
$69,924 $71,382 


The preferred shares of the Company are redeemable subject to premiums listed above plus accrued 
dividends. The Cumulative Redeemable Preferred Shares and the non-retractable Cumulative Redeemable 
Second Preferred Shares are redeemable at the option of the Company at any time. The retractable 
Cumulative Redeemable Second Preferred Shares will be subject to redemption at the option of the 
Company commencing at the dates specified and with an initial premium as stated below: 


Series G May 1, 1987 
Series H November 1, 1987 
Series | November 1, 1988 
Series J January 31, 1992 
Series K October 15, 1993 
Series L June 1, 1991 
Series M June 1, 1991 


Purchase obligations 


Redemption 
Premium 


4% 
nil 
4% 
nil 
nil 
6% 
4% 


The Company is required in each year to make all reasonable efforts to purchase for cancellation the 
number of shares of the Cumulative Redeemable Second Preferred Shares listed on the following page, at 
a price not exceeding $25 per share plus costs of purchase. If after all reasonable efforts the Company is 


unable to do so, the Company's obligation to purchase in such year is extinguished. 


1986 Share Purchase Purchased in 1986 


Obligations Shares Amount 
(Thousands) 
Series C 36,000 36,000 $900 
Series G 80,000 
Series | 120,000 
Series K 100,000 
$900 


Retraction privileges 
Certain series of the Cumulative Redeemable Second Preferred Shares have retraction privileges on 
specified dates at the option of the holder at the stated value plus accrued dividends. The series and 
retraction dates are shown below: 


Series G May 1, 1987 
Series H November 1, 1987 
Series | November 1, 1991 
Series J January 31, 1992 
Series K October 15, 1993 
Series L June 1, 1994 
Series M June 1, 1993 


The Series H Cumulative Redeemable Second Preferred Shares can be redeemed at the option of the 
holder prior to November 1, 1987 if presented with a warrant to purchase a Class A common share of 
TransAlta Utilities Corporation. 


Northwestern Utilities Limited 


December 31 
1986 1985 
(Thousands) 
Authorized and issued: 
105,000, 4% Cumulative Redeemable Preferred Shares — $100; 
voting, non-participating, 1987 redemption premium — 3% ................ $10,500 $10,500 
Canadian Western Natural Gas Company Limited 
December 31 
1986 1985 
(Thousands) 
Authorized and issued: 
275,410, 4% Cumulative Redeemable Preferred Shares — $20: 
voting, non-participating, 1987 redemption premium — 3% ................ $5,508 $5,508 
200,000, 5% Cumulative Redeemable Preferred Shares — $20; 
voting, non-participating, 1987 redemption premium — 3% ................ 4,000 4,000 


$9,508 $9,508 


CU Enterprises Inc. (formerly ATCOR Resources Limited) 
December 31 
1986 1985 
(Thousands) 
Authorized and issued: 
800,000 Floating Rate Cumulative Redeemable Preferred Shares — $25; 
guaranteed by the Company, dividend rate of one-half of 
bank prime rate plus 1%%, 1987 redemption premium — nil, 
redemption of $2,000,000 per year required commencing in 1989 .......... $20,000 $20,000 


13. Class A and Class B shareholders’ equity 


Dividends 
December 31 Year ended December 31 
1986 1985 1986 1985 
(Thousands) (Thousands) 
Class A non-voting shares aaa amen nesen einer ee anne $175,193 $169,742 $36,397 $33,670 
Class:B commoni shares sass ass aaa 155,517 160,884 33,266 32,468 


Retained earnings” strstr ot ae eee: 368,026 320,745 
$698,736 $651,371 $69,663 $66,138 


Class A and Class B shares 


Authorized: 
on unlimited number of Class A non-voting shares and Class B common shares without nominal or par 
value. 
Issued: 
Year ended December 31, 1986 
Class A non-voting Class B common 
Shares Amount Shares Amount 
(Thousands) (Thousands) 
Beginning: ot; years sire gov: cee oe ee 27,832,900 $169,742 26,378,674 $160,884 
Options exercised .; 25s osc ee eee 5,000 84 
Share. exchanges ics 5... eee ees ee ee 880,076 5,367 (880,076) (5,367) 
End Of Veale 2028 Sacto xo ee concern ae ee ee 28,717,976 $175,193 25,498,598 $155,517 


The holders of the Class A non-voting shares and the Class B common shares are entitled to share equally, 
on a share for share basis, in all dividends declared by the Company on either of such classes of shares as 
well as the rernaining property of the Company upon dissolution. The holders of the Class B common 
shares are entitled to vote and to exchange at any time each share held for one Class A non-voting share. 
The holders of the Class A non-voting shares are entitled to exchange, in limited circumstances, each share 
held for one Class B common share. 


During 1985, options to purchase 555,000 Class A non-voting shares were granted to 10 officers of the 
Company and its subsidiaries. The Class A non-voting shares subject to the option may be purchased at 
the price of $16.75 per share on or before February 25, 1995. Options on 5,000 shares were exercised 
during the year. The effect of potential exercise of the remaining options would not materially dilute earnings 
per Class A and Class B shares. 


Retained earnings 


The bond and debenture indentures place certain limitations on the Company which include restrictions on 
the payment of dividends on Class A and Class B shares. Consolidated retained earnings in the amount of 
$147,224,000 was free from such restrictions. 


14. Amounts held in trust 


December 31 
1986 1985 
(Thousands) 
Rural ElectatiCatlonsASSOCIatiCl Si gee eats seer eee erect tee ern $13,761 $15,918 
Income:tax rebates sso nena lee ee ene rene etna er OW ae 21,828 14,298 
Alberta Electric: Energy Marketing AGENCY ssecccasee case eci entra isto 5,182 1 


$40,771 $30,217 


15. 


16. 


17. 


The balance remaining in the Alberta Electric Energy Marketing Agency trust account will be rebated to 
customers in 1987. 


Amounts held in trust are not included in the consolidated financial statements. 


Related party transactions 


During 1986, the Company entered into transactions with ATCO Ltd., its principal shareholder, and certain 
subsidiaries of ATCO Ltd. These transactions are considered to be in the normal course of business and at 
fair market value. 


Payments were made to ATCO Ltd. for the rental of premises of $12,065,000 (1985 — $11,676,000) and 
equipment purchases of $93,000 (1985 — $913,000). A subsidiary of ATCO Ltd. acted as a general 
contractor for construction of business premises and office leasehold improvements for which fees, including 
administration costs, amounted to $114,000 (1985 — $130,000). The Company was reimbursed by ATCO 
Ltd. and certain of its subsidiaries for the provision of security services in the amount of $576,000 (1985 — 
$532,000). Charges to ATCO Ltd. for rental of premises and recovery of costs of leasehold improvements 
were $160,000 (1985 — $163,000). 


Certain subsidiaries of the Company participate in oil and natural gas joint ventures. When they act as 
operator they have, in some instances, contracted ATCO Ltd. subsidiaries for well drilling and servicing, 
equipment purchases and related services, the total amount being approximately $3,400,000 (1985 — 
$5,600,000). A portion of these expenditures is reimbursed by the other participants in the joint ventures. 


Effective April 1, 1985 the non-utility subsidiary of the Company sold for $17,000,000 certain working 
interests in oil and gas reserves to an affiliated company, ATCO Drilling Ltd. The ownership of these reserves 
reverts to the subsidiary in the event that ATCO Drilling Ltd. receives from production sufficient income to 
return its investment plus a pre-determined rate of return on that investment. 


Rate applications 


Northwestern Utilities Limited has been operating on interim rates since October 1984. This subsidiary filed a 
rate application for 1984 and 1985 and did not file for 1986 but continued to apply the interim rates approved 
for 1985. A final decision for 1984 and 1985 was received early in 1987 awarding additional revenues of 
$2,941,000 which will be recorded in 1987. The Board also ordered that a schedule of revenue surplus or 
deficiency is to be filed for 1986 to determine appropriate additional revenues or refunds. 


Canadian Western Natural Gas Company Limited has been operating under final rates approved in 1986. 


Alberta Power Limited is presently awaiting.a decision on its 1986 rate application and has been operating on 
interim rates since October 1986. 


Employee pension plan 


The Company and its subsidiaries have a defined benefit pension plan covering substantially all employees. 
Employees participate through contributions to the plan which provides for pensions based on length of 
service and final average earnings. During the year, the Company made no changes to the benefits offered 
by the plan, which uses the accrued benefit cost method with projection of employee compensation levels to 
determine the costs of the reporting period. Pension costs for the year amounted to $12,830,000 (1985 — 
$12,579,000). Based on the most recent actuarial evaluation of December 31, 1983 the Company has been 
amortizing a plan deficit, now calculated to amount to $26,138,000. 


The Company is in the process of obtaining an actuarial evaluation as at December 31, 1986 which will 
incorporate improvements to the plan resulting from changes in pension benefits legislation and revisions to 
the actuarial assumptions. The significant appreciation in the value of the plan assets since the last 
evaluation is expected to eliminate the existing plan deficit and cover the revised actuarial liability which 
results from these changes. 


Commitments and contingencies 


The electric subsidiary has a 50% joint ownership in the Sheerness Generating Station which is under 
construction. The project presently is forecast to cost the Company $568,000,000 of which approximately 
$158,000,000 is yet to be expended on Unit 2. 


19. 


20. 


Minimum non-capitalized lease payments, which extend over periods not exceeding 17 years, are $13,158,000, 
$12,831,000, $12,590,000, $12,358,000 and $11,200,000 for the years 1987-1991, respectively. 


The utility subsidiaries purchase natural gas and coal from approximately 324 producers under approximately 
448 purchase contracts. Substantially all of these contracts have provisions requiring payment when the 
company is unable to nominate specified minimum annual quantities for delivery. In prior years, the 

available market has exceeded the minimum contract supply quantities and no “take-or-pay” payments were 
required. 


The natural gas subsidiaries are currently involved in negotiations with their producers to determine the price 
to be paid for natural gas deliveries, made under existing contracts, subsequent to November 1, 1986. 
Adequate provision has been made for the cost of natural gas delivered under these contracts. 


Segmented information 


Natural 
Electric Gas Non-Utility 
Utility Utility Energy 
Operating segments Year Operations Operations Operations Consolidated* 
(Thousands) 
Revenues 
Outside CUSIOMErs aye eee eee eee 1986 $ 375,184 $737,058 $130,790 $1,243,032 
1985 $ 323,954 $854,099 $147,237 $1,325,290 
Inter-seqmentte=,99..1< some eae 80 12,258 39,640 
115 17,499 20,642 
Corporate 025, 45 dette cee mere ate 1,770 
646 
375,264 749,316 170,430 1,244,802 
324,069 871,598 167,879 1,325,936 
Expenses 
Operating Pete. cl anc eee 161,998 584,488 152,006 845,793 
150,002 698,410 144,043 953,532 
axes — Incomes. =e ote eee 59,465 53,914 2,046 115,425 
46,165 57,383 (462) 103,086 
Depreciation and depletion............. 42,876 28,075 11,813 81,303 
30,475 25,559 40,524 96,394 
Gorporates: we. rae- nck ein aee 9,168 
3,618 
264,339 666,477 165,865 1,051,689 
226,642 781,352 184,105 1,156,630 
Segment operating income............... 1986 $ 110,925 §$ 82,839 $ 4565 $ 193,113 
1985 $ 97,427 $ 90,246 $(16,226) $ 169,306 
T OtaliasSetSiae.n vara: 1986 $1,403,052 $939,248 $123,169 $2,742,993 
1985 $1,289,477 $896,848 $111,511 $2,537,906 
Capital expenditures...................5. 1986 $ 156,154 $ 68,032 $ 23,735 $ 248,142 
1985 $ 141,975 $69,022 $ 24385 $ 235.618 


* Inter-segment transactions have been eliminated in the consolidated column. Consolidated total assets and capital expenditures include the other assets and 
expenditures of the Company. The principal other assets included in the consolidated total are the investments in TransAlta Utilities Corporation and securities. 


Financial statements 


Certain of the 1985 figures have been reclassified to conform with the consolidated financial statement 


presentation adopted in 1986. 
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CANADIAN UTILITIES LIMITED 


CONSOLIDATED 
TEN-YEAR 
FINANCIAL 
SUMMARY 


(Dollars in millions, except as indicated) 


1986 
Operating Revenues 
Natural GaS ...... 0c) some + uhds na eens REO te Sen en ee 737.0 
Electric . 0.60.5 sa00 a siedad actin outils ote alee ne ee 375.2 
Non-utility 
EM@rgy «oases. varie een steeternaete ceeds OCP tate eee a 130.8 
O11 :| Ent re Boe Gace nedoeceedabeobacooune 1.8 
1,244.8 
Operating Expenses 
Natural gas SUPDIY |. s:.c05 enim sc omendel oe dite AG eoie sence ant ieee env 395.9 
Operation and maintenance 2.2... eae een 384.5 
Taxes — other than income w..:.5 aces orien ere ane 67.7 
Taxes — INCOME. . «os og cue aw dn eee oe eee ace 121.9 
Depreciation and depletion « .:..-.24.%. .s0aeen aceon ae eee ae eee 81.7 
1,051.7 
193.1 
Allowance for Funds Used During Construction..........................0ee 34.6 
Other Income... x. 0: ste! ats a2 ek tee ganas eve Ceove ester 25.2 
252.9 
Interest Expense ...........0 cas ane me On Dein eee eee ee 83.6 
Dividends on Preferred Shares 9---- ss eae eee 52.4 
Earnings before Extraordinary Items 275.5 o 0) 7s eee 116.9 
Extraordinary Items — Non-Recurring Gain (Loss) 
Earnings attributable to Class A and Class B Shares.....................05. 116.9 


Contribution by Segment# 
Electric «0. ccs 05 sccuie totic 16 ane a One sant ee oe ee 59.1 
Natural gaS . . os .uc.05 Jui Bacup pi ee ee ele eee 43.1 
Non-utility 
Energy. s2.cj00: Sod esce ee ee eee eee Saas ane ne eee 5.6 
(© ||; NE RH a tow oi a cst ns is ooa0 434 9.1 
116.9 
Shares Outstanding* (thousands) 
At end of year os. 25. 5.c scg5ra st caterer en na ee 54,217 
Average for year. ; «0.020254. cn) sansa a eens ee eee 54,214 
Earnings per Share*# (dollars)... ..ussgie see ee eee 2.16 
Total Annual Dividends” eco. dn. Suche ine s OU eee 69.7 
Dividends per. Share” (dollars) = <)2:..52m ace oon et teh te eee ee 1.285 
Payout Ratio (dividends + earnings attributable) .........................-. 59.6% 
Equity per Share* (dollars) 22.02. i-:c.tse, cee tre ener 12.89 
Return on Equity*# 2.2. sicectocne asec goes faces eee eee ee eee 17.3% 
Stock Market Record — Class A non-voting shares High .................... 20 
LOW.2o Asc ask: ieee eee 17% 
CloS@ 5. ckc4: eee 19 
Stock Market Record — Class B common shares High.................... 20% 
LOW sc.sce's eee 17% 
Close .3/. 72k. keene 19 
Property, Plant and Equipment — GrosSsnese— senate eer ene 2,866.0 
— Net cos calus Monee ds eee oe 2,227.3 
Total ASSOUS «a. ii:osceice aca ancca'lg dean « atetene etal ater ete tenia rceat eieee 2,743.0 
Capitalization 
Long-term debt i ..50 0340 sis ane ee 711.1 
Preferred shares .3....4.5 cscaw caenudine s candid SU eSee een 802.9 
Total long-term debt and preferred shares .................00e0eeeeaee 1,514.0 
Shareholders’ equity* ...2; ..0s.5:.. Sakae eee oat eee en 698.8 
Total capitalization, «..c..ec:. ass sclemie sel epe ets ener ee eee 2,212.8 
Capitalization Ratio 
Long-term debt 2s. scsi eau taco are rors ieee cle nee eee 32% 
Preferred shares... 5... acto scturerncia diel earn eee amet 36% 
Shareholders’ equity* «.....).4. sis ane Were ee elec 32% 
Times Debt Interest Eamed (pretax)) 25. sce eee cern 4.48 


* Includes Class A non-voting shares and Class B common shares. 
Where Class A and Class B shares are presented, the comparative figures have been reclassified to reflect the 
September 10, 1982 two-for-one share reorganization. 


# All information expressed before extraordinary items. 


2,068.9 
2,937.9 


581.8 
791.9 
1,373.7 
651.4 
2,025.1 


29% 
39% 
32% 
4.35 


1984 


861.2 
340.3 


162.2 


1983 


928.4 
327.2 


123.6 
6 


1,379.8 


512.6 
327.3 
231.3 
92.7 
56.8 


1,220.7 


573.2 
1,853.3 


28% 
41% 
31% 
4.57 


1982 


959.1 
316.3 


116.3 
8 


1,392.5 


1981 


ioe 
201.7 


42.9 
8 


1,024.6 


442.2 
2t2.0 
195.8 

30.6 


1083.7 


CANADIAN UTILITIES LIMITED 


(Dollars in millions, except as indicated) 


1986 
Electric Operations 
Property, plant and equipment in service ........................000: 1,501.5 
Construction, work: in progress t2csin..ce ste octe ete en ees ane eer 147.8 
Property, plant and equipment —GroSS Sie eee ne 1,649.3 
2 Accumulated depreciation:: .Siive.2'.2 att), emcee ee 311.3 
Electric Sales Property, plant and equipment — net.................... cece eee e eee 1,338.0 
(millions of kilowatt hours) . 
Growth over prior Year s.ea-0 2s. cease ee ee 9% 
Capital expenditures® xa. ae isso) creer este oe nce 156.2 
eo Sales (millions of kilowatt hours) — retail .........-....--5.2.5e.052 = 4,919 
000) ee — other utilities =-2. 7..c sae 1,166 
Growth retail sales ‘over prior Voatay. cas) acct eter nee 14% 
e0n0 Average annual use per residential customer (kWh)................... 7,336 
4,000 Average annual billing per residential customer ($).................... 565 
Maximum hourly demand (thousands of kilowatts) .................... 895 
3.000 Generating capacity (thousands of kilowatts) ......................... 1,252 
2,000 Customers at year-end (thousands) ....................0 cece ee eee 149.8 
Number of communities Served \ = ie meses ee ee ee 351 
as | Power lines (thousands of kilometres) 92720 9.22.12 ose ee eeiee 41.7 
SL Ea RES I 
76 77 78 79 80 81 82 83 84 85 86 
ae wes Natural Gas Operations 
Property, plant and equipment — gross ......................-...4-- 1,054.6 
Accumulatedidepreciationiye tect artsetet tet ere ee eeetien eee 248.0 
Natural Gas System Property, plant and equipment ——el 25a i). cee ga ene reaeraee 806.6 
Throughput Growth over prior Years. ace alan ces stnth go tslerd oN eeene ane eae 5% 
(petajoules) Capital expenditures «, 35.545. ).605 ob. booed See eee 68.0 
Sales. (petajoules)'.2.. a0 wha vane a ake tesa ee ce eer 235 
$09 Transportation (petajoules) ck ieee. Wis ate kee ec 112 
Sales and transportation — affiliates (petajoules) ..................... 72 
400 —————_ 2 Total system throughput(petajoules) = 5. as ee 419 
Tir Growth over’ prior yearco 265 ees tee tape ern ee (11%) | 
300 ——_# ee Average annual use per residential customer (gigajoules).............. 155 | 
PLL Average annual billing per residential customer ($).................... 558 
aly Maximum daily demand (terajoules) .....................00eeeee sees 2,120 - 
Degree days — Edmonton. 22. Sinai = ae cea as a ee 4,923 
00 = Calgary ie elite ieee oe 4,620 
EPULLPTLibib Customers at year-end (thousands):. 2322.5. 5..29-07-s eee sae 610.1 
epee Re ears Cem emn Pain asian aa Number of communities served)... 47). ass 292 
; n Pipelines (thousands of kilometres) 0. een seas eee eee 33.5 
Sales and transportation — affiliates 
Transportation 
| Sales 
Non-Utility Energy Operations 
; Property, plant and equipment — gross 7... 5... 7... 25) asses 157.7% 
Gas and Electric Accumulated depreciation. 2<).2....4)-s20nee) sua nte s eeeee 78.3 
Customers at Year-end Property,. plant and equioment — netzo..5- 42+: scat 79.4 | 
Uy Production 
Oil (mP/d) aio eles ge acc eee ee age 201 
aa Gas. (10°m7/d) «css ais Sia cde eee ee 167 | 
700 Ethane (mS/d) 5. kf as cock ok ciate 701 | 
600 LPGs (mP/d))sc20 0 Pica cater ee ete cetta eee re ent ee 236 | 
500 Reserves | 
ha Oil (108mm?) ics sch secatet ee Bao nc teal Nee 707 | 
Gas (108m?) cs. Sauides. 0 fds erga eee er 1,562, 
300 . 
200 Total:Number of Employeesisn es uecen ads arene ne ae 4,099 | 
100 
76 77 78 79 80 81 82 83 84 85 86 
Electric 


Mmm Gas 


1985 


1,097.8 
396.8 
1,494.6 
264.7 
1,229.9 
9% 


1984 


1,046.8 
314.5 
1,361.3 
232.8 
1,128.5 
11% 
147.7 
3,882 
1,265 
7% 
7,264 
660 
744 
1,055 
143.4 
334 
37.5 


929.6 
198.4 
731.2 
6% 
72.9 
286 
124 
61 
471 
4% 
166 
580 
Pag ORS) 
5,349 
5,021 
593.6 
293 
32.1 


129.9 
26.9 
99.0 


260 
125 
651 
200 


1,577 
1,535 


4,099 


1983 


987.9 
227.3 
1215.2 
193: 
LOT 
16% 
171.8 
3,618 
Tod 
5% 
7,044 
643 
720 
1,056 
139.9 
340 
34.6 


863.2 
175:9 
687.3 
15% 
108.8 
308 
98 
45 
451 
3% 
162 
586 
2,147 
5,362 
4,953 
580.7 
289 
31.1 


97.0 
19.0 
78.0 


189 
170 
736 
170 


1,408 
1,224 


4,168 


1982 


Old 
130.3 
1,041.5 
158.8 
882.7 
16% 
157.2 
3,452 
1,196 
7% 
7,436 
661 
693 
1,058 
136.6 
332 
29:2 


TeV 
159.9 
598.0 
24% 
135.5 
347 
63 
26 
436 
2% 
196 
625 
2,063 
6,025 
5,602 
566.6 
285 
30.4 


87.6 
11.4 
76.2 


158 
170 
780 
184 


889 
1,182 


4,212 


1981 


817.8 
68.9 
886.7 
127.3 
759.4 
21% 
153.5 
3,216 
495 
7% 
6,988 
474 
652 
1,054 
134.6 
329 
25.3 


624.7 
142.9 
481.8 
14% 
80.9 
364 
51 
11 
426 
(2%) 
165 
434 
2,048 
4,595 
4,365 
549.8 
272 
29,3 


19.2 
Oa 
74.1 


142 
121 
952 
190 


750 
1,186 


4,313 


1980 


493.2 
243.8 
737.0 
106.7 
630.3 
38% 
190.1 
2,994 
34 
8% 
7,073 
405 
607 
670 
128.8 
328 
23.7 


1979 


439.8 
107.7 
547.5 
89.9 
457.6 
26% 
110.7 
ella 
113 
11% 
7,162 
366 
573 
668 
120.1 
325 
23.0 


1978 


407.2 
31.5 
438.7 
75.4 
363.3 
10% 
48.1 
Cole 
192 
71% 
7,058 
358 
520 
668 
1126 
316 
22.3 


3,592 


YEE 


358.6 
34.4 
393.0 
62.2 
330.8 
10% 
44.1 
2,358 
228 
8% 
6,764 
310 
524 
671 
106.9 
314 
20.8 


370.9 
99.3 
271.6 
13% 
38.8 
304 
We 


316 
16% 
190 
241 
1,681 
5,124 
5,289 
428.4 
260 
23.1 


15.5 


15.5 


3,367 


1976 


332.7 
20.0 
352.7 
53.2 
299.5 
14% 
45.9 
2,182 


8% 
6,773 
281 
455 
686 
99.6 
301 
20;1 


333.9 
93.0 
240.9 
14% 
39.4 
273 


273 
3% 
195 
190 
1,508 
4,891 
4,885 
400.5 
257 
21.8 


3,161 
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CANADIAN UTILITIES LIMITED 


Canadian Utilities Limited was incorporated under the laws of Canada on May 18, 
1927 and was continued under the Canada Business Corporations Act by Articles of 


Continuance on August 15, 1979. 
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Edmonton, Alberta, Canada 
T5J 2V6 

Telephone: (403) 420-7310 


Valuation Day 


The Valuation Day price of Canadian 
Utilities’ Class A non-voting and Class 
B common shares adjusted for the 
stock split of September 15, 1972,and 
the replacement of common shares by 
the Class A and B shares on September 
10, 1982 was $4.66. 
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will be held May 20, 1987 at the 
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Alberta. 
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Canadian Western Natural Gas 


Service since 1912 


AN ANNIVERSARY 
YEAR 


In 1987, Canadian Western Natural Gas 
Company Limited marks its 75th anniversary 
of gas service to southern Alberta. Also 
in 1987, Canadian Utilities Limited and 
Alberta Power Limited celebrate their 60th 
anniversaries. These corporate milestones 
will be highlighted at the Canadian Utilities’ 
annual meeting of shareholders in Calgary 
on May 20, 1987. 
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THE COMPANY TODAY 


ne of Canada’s pioneer 

natural gas utility com- 

panies, Canadian Western 
Natural Gas Company Limited to- 
day provides natural gas service to 
more than two hundred and eighty 
thousand Alberta customers in one 
hundred and fourteen communities 
from south of Red Deer to the USS. 
border. 


Canadian Western is a subsidiary 
of Canadian Utilities Limited, an 
ATCO company. Other members of 
the CU group are Northwestern 
Utilities Limited, Alberta Power 
Limited, and a non-utility energy 
company, ATCOR Ltd. 
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CANADIAN WESTERN 
NATURAL GAS 


FOUNDING PRESIDENT 
EUGENE COSTE 


Natural gas service arrived in southern 
Alberta in the summer of 1912, marked by 
flare-lighting ceremonies July 12 in Leth- 
bridge and July 17 in Calgary. Those are 
the dates on which most of our diamond 
jubilee celebrations are based. Actually, the 
story of natural gas in southern Alberta 
started long before 1912. 


Eugene Coste, considered the father of the 
natural gas industry in Canada, brought 
he first commercial discoveries into 
production in Ontario in 1889. The Alberta 
natural gas saga began when Coste 
travelled west to investigate the possibility 
of drilling for natural gas near Bow Island, 
east of Lethbridge. Coste, then working as 
a consulting geological engineer with the 
Canadian Pacific Railway, was convinced 
that there was an almost unlimited 
amount of natural gas in this area. 


On a February day in 1909 Coste and his 
chief driller, W. R. ‘‘Frosty’’ Martin, 
brought in the “Old Glory’’ well on the 
bank of the South Saskatchewan River 
near Bow Island and the dream began to 
transform into reality. 


Incorporated on July 19, 1911, the Cana- 
dian Western Natural Gas, Light, Heat and 
Power Company Limited then proceeded 
to build the pipeline which would bring gas 
to Lethbridge, Calgary, Okotoks and 
Nanton in 1912. The same year Canadian 
Western also brought service to Brooks. 


And so, the Canadian Western story began! 


hen the Bow Island dis- 

covery well, Old Glory, 

“blew in’’ February, 1909, 
the stage was set for the natural gas 
era in Alberta. 


The first step in Eugene Coste’s 
plan to bring gas to southern Alber- 
ta involved acquiring a lease of the 
Bow Island reserves from the CPR. 
He convinced Sir Clifford Sifton, 
former Minister of the Interior, and 
Sir William Mackenzie, president of 
the Canadian Northern Railway, 
that building a pipeline from the 
Bow Island field was a sound invest- 
ment. He then incorporated the 
company that was first known as 
the Canadian Western Natural Gas, 
Light, Heat and Power Company 
Limited, and proceeded to raise 
money to finance its first venture. 


The earliest wells were drilled with 
a cable tool rig which had a chisel 
as the bit. The rig was built of 
wood, and the water for the steam 
boiler had to be hauled by horse- 
drawn wagon. 


The line from Bow Island to | 
Calgary was sixteen inches in 
diameter and one hundred and 
seventy miles long. It was complet- 
ed in just eighty-six days and was 
the longest sixteen-inch line in 
North America at that time. When 
natural gas arrived in Calgary in 
the summer of 1912 the flare- | 
lighting ceremony on July 17 at- 
tracted over twelve thousand 
citizens, . 


1. The crew that drilled the Old Glory 
discovery well at Bow Island pose 
with Eugene Coste. At left are 
W.R. Martin and H. Gloyd. 


2. The success of the Old Glory well | 
convinced Coste that there wasa 
field large enough to supply natural 
gas to most of southern Alberta. 


3. Using mostly manpower and horse- 
drawn vehicles, construction of the 
170-mile transmission line from the . 
Bow Island field to Lethbridge and 
then to Calgary took just 86 days. 


arly pipelaying was done by 

pick and shovel, helped by 

a steampowered ditching 
machine. 


Pipe for the lines was hauled by 
horse-drawn wagon. The old livery 
stable where the horses were kept 
was located across the street from 
City Hall in Calgary. One of the 
company’s first ‘‘drivers’’ was Bill 
Lindsay, who joined Canadian 
Western in 1912 and recalled 
many years later that he would 
often get up as early as 5:00 a.m. 
to haul pipe and tools for various 
jobs. In 1918 he graduated to driv- 
ing the company’s first one-ton 
truck. 


In 1913, after the end of Canadian 
Western’s first full year of opera- 
tion, the company was serving over 
six thousand customers. By 1914 
there were twenty wells producing 
in the Bow Island field. 


Those early years were not without 
their problems. The first major 
break in the transmission line oc- 
curred on a cold Saturday night in 
the winter of 1915. An emergency 
train rushed a repair crew and sup- 
plies to the site of the break, and 
forty-eight frantic hours later gas 
was flowing again and service 
returned to normal. 


In the fall of 1917 a blowout in the 
main line near Lethbridge had gas 
company employees working 
feverishly around the clock until 
service was restored seventy-two 
hours later. 


1. Wedging a valve into position. 


2. This coal-fired trenching machine 
provided steam power for construc- 
tion of the historic line. 


3. Horses were used to haul the 16-inch 
diameter pipe sections for the 1912 
line. It transmitted gas for more than 
sixty years before being gradually 
replaced. The final section, from 
Taber to Bow Island, was replaced 
in 1986. 


recaeone cain ode 


anadian Western’s first 

offices in Calgary were at 

128 Seventh Avenue East. 
From there the company branched 
out with a showroom in the 
Beveridge Block at the corner of 
Seventh Avenue and First Street, 
and an office acquired from the Cal- 
gary Gas Company Limited at First 
Street West and Tenth Avenue. 


An office building constructed in 
1913 at 215 Sixth Avenue West was 
occupied by Canadian Western un- 
til 1952. There were two shop 
areas: the East Calgary shop 
(which was later sold) and the West 
End Shop at Eleventh Avenue and 
Tenth Street West, which in later 
years expanded to occupy a half 
city block. Canadian Western’s first 
office in Lethbridge was in the Hull 
Block at the corner of Third Avenue 
and Seventh Street South. 


As the company approached the 
end of its first decade of service, the 
need for more producing fields be- 
came evident. Further exploration 
in the Bow Island area proved dis- 
appointing, however, and so in 
1922 a line was built to the Turner 
Valley field. This saved the day, be- 
cause Bow Island reserves were 
depleting rapidly. 


1. The Calgary Gas Co. offices at First 
Street West and Tenth Avenue. The 
company’s artificial gas plant and 30 
miles of mains served about 2,250 
customers when it was acquired by 
Canadian Western in 1911. 


2. Shown in the original Calgary office 
are Harold E. Timmins (seated) 
and Arthur S. Kruger. 


3. An early employee posed for this 
photograph in one of the company’s 
first offices in 1914. 
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1. An early construction crew. 
Note the promotional 
slogan: “Cook with gas 
— better results, less cost”. 


2. One of the company’s 

first employees, Kit Fawcett, 
mE shows off his classic two- 
Tete of ‘ i We | wheeler. Bicycles would 

ao ee later be pressed into service 

by customer service per- 
sonnel during World War 
II when gasoline rationing 
was in effect. 


3. Some of Canadian Wes- 
tern’s early Lethbridge 
_employees pose in front of 
the company offices located 
next to the Marquis Hotel. 
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n 1925 Canadian Western be- 
came associated with an 
American organization known 
as the International Utilities Corpo- 
ration which was able to provide 


financing for the growth years — 


ahead. 


At first International Utilities was 
simply an agency Canadian 
Western used for the raising of 
money, but as time went on the cor- 
poration bought an increasing 
number of Canadian Western's 
common shares and eventually ac- 
quired controlling interest. 


Eugene Coste, the original presi- 
dent, left the company in 1922, 
turning the presidency over to H. B. 
Pearson. Then with the Interna- 
tional Utilities involvement the 
presidency went to C. J. Yorath, 
who was already associated with 
gas and electric operations in other 
parts of Western Canada. 


Canadian Western organized a new 
business department to help pro- 
mote the sale of gas. As sales 
increased, rates came down 
accordingly. 


By 1929 the company’s net rate 


was thirty-three cents per thou- 
sand cubic feet, and annual 
revenue had climbed well over the 
two-million-dollar mark. Canadian 
Western was in a healthy condition 
to face the storms of the imminent 
Great Depression. 


The depression years brought their 
share of hardships to Canadian 
Western, beginning with the death 
of president C. J. Yorath at the age 
of fifty-two on April 2, 1932. He was 
succeeded by H. R. Milner, K.C. It 
was these two early presidents, 
Yorath and Milner, who set a style 
of utility management dedicated to 
serving the people of Alberta. 


Early Construction 


Natural gas service to southern Alberta communities expanded ata 
steady pace throughout the 1930s and ’40s, as improvements in equipmen 
and materials helped speed the company’s growth. 


Welding masks and safety hard hats were not yet part of the construction 
scene, as these early pipeline construction pictures attest. 


ne of the challenges tackled 
in the thirties was the 
storing of natural gas 
reserves for use during peak load 
periods. Turner Valley gas was com- 
pressed and pumped into the 
depleted Bow Island field. Cana- 
dian Western became a pioneer in 
this method of storing gas. 


In 1935 the company built a new 
headquarters in Calgary immedi- 
ately east of the old office quarter 
Modernization of office equipment 
followed, with billing machines 


replacing outdated manual billing. 


“ 


The search for more gas continued. 
Some experiments were successful, 
some disappointing. The deepest 
well in the British Empire was 
drilled in 1937 near High River; it 
turned out to bea dry hole and was 
abandoned. 


The thirties featured new promo- 
tional campaigns, always with em- 
phasis on service, The home 
service department, organized in 
1929, introduced cooking schools 
and demonstrations of new appli- 
ances. And the marketing staff 
staged highly effective appliance 
displays at the Calgary Exhibition 
and Stampede. 


Early Transportation 


New company vehicles were obviously a 
source of pride and a popular subject 
for early photographs. The top photograph 
shows the first service truck of Canadian 
Western's sister company, Northwestern 
Utilities, which brought natural gas 
service to Edmonton in 1923. Canadian 
Western’s first meter cart is shown in 
the bottom photograph. 
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y the end of the thirties Cana- 

dian Western was well estab- 

lished, having weathered 
hardships and setbacks. But now 
there were war clouds on the 
horizon, and in September, 1939 
Canada entered the Second World 
War. 


Large numbers of staff members 
left to join the armed forces, and 
the company assured them that 


they would retain their seniority 


and have a job to come back to 
when the war was over. 


On November 3, 1939, the com- 
pany opened a new office and ware- 
house in Lethbridge. 


Always active in community affairs, 
Canadian Western began sponsor- 
ing an annual chuckwagon race 
trophy in 1940 for presentation at 
the Calgary Stampede. It was a 
bronze caste sculpture by Charles 
Biel of Banff, and its first recipient 
was Dick Cosgrove of Rosebud, 
Alberta. 


The Canadian Western Glee Club 
was a popular community activity 
in the thirties and forties. The 
group won many trophies in fes- 
tival competitions and performed 
at public functions as a goodwill 
gesture. 


1. An early photo of the Bow Island 
gas field, 


2. A window display from the early 
days of marketing natural gas 
appliances. 


3. Making adjustments to a wellhead at 
the Bow Island field. 


4, Gas company employees are honoured 
at the company’s annual long service 


awards banquet — a tradition since 
1929. 


5. Canadian Western’s popular Glee Club 
entertained community audiences 
and employees for many years. 
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he war years were a time of 
economic belt-tightening, 

but the cessation of hostili- 

ties in 1945 signalled the start of 
unprecedented new expansion pro- 
grams. By the end of the forties the 
company was again engaged in 
_recordbreaking construction pro- 
grams. The conversion of the tran- 
sit system in Calgary from street 
cars to buses, for instance, neces- 
sitated the realignment of many 
city blocks of mains and services. 


The year 1950 saw the sod- turning 
for a new head office building in 
Calgary. The modern two-storey 


structure was completed in June, 
1952: 


In 1951 Canadian Western built a 
transmission line from the Jump- 
ing Pound field near Cochrane west 
to Banff, taking in the Canada Ce- 
ment Plant at Exshaw, an impor- 
tant new industrial customer. 
Natural gas was officially turned on 
in Banff on October 19, 1951. 


1. Laying the pipeline to Banff in 1951. 


2. Canadian Western’s head office at 
140 - 6th Avenue S.W., built in 
1952. Six storeys were added in 
1957. 


3. The home service department has 
advised and assisted homemakers 
since 1929 by telephone, mail, in 
person and on radio and television. 


4. Inthe Calgary control station, methods 
of measuring gas flow have vastly 
improved over the years. 


5. Modern techniques of regulating 
gas flow feature computerized remote 
operation of gas valves many 
miles away. 
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anadian Western anzd its sis- 
ter company, Northwestern 
Utilities Limited, both 
reached a milestone in their histo- 
ry in 1952 as each company in- 
stalled its fifty-thousandth meter. 


In the spring of 1953 an emergen- 
cy occurred nicknamed “‘Operation 
Dustbowl’’. A large quantity of 
silica beads had passed into the 
transmission line from a natural 
gas scrubbing plant west of 
Calgary. These beads had been 
ground to dust in the pipeline, and 
when they reached Calgary they 
clogged gas burners in thousands 
of homes. 


With assistance from staff from 
Lethbridge, servicemen and meter 
readers worked long hours to 
restore service. 


By the mid-fifties the company was 
distributing well over thirty billion 
cubic feet of natural gas per year - 
more than any other company in 
Canada. Office expansion in 
Calgary continued, and by 1957 
the company had outgrown the 
new facility and six storeys were 
added. 


In 1955 Canadian Western built 
nearly sixty miles of pipeline from 
Lethbridge to the Cardston area. 
This was the largest single exten- 
sion since the company’s original 
system was installed. 


The following year the company 
built a “‘northern extension”’ to ser- 
vice the communities between 
Calgary and Red Deer. 


1. A company milestone was recorded 
in 1952 with the installation of the 
50,000th meter. 


2. Canadian Western and its employees 
have been active in community 
activities throughout the company’s 
history, including the annual United 
Way bed races shown here. 


3. The company has sponsored chuck- 
wagon race trophies at the Calgary 
Stampede since 1940. Shown here is 
Senior Vice-President and General 
Manager John Fisher (centre) officiat- 
ing at one of the trophy presentations. 


n 1964, the company in- 
troduced plastic pipe on a 
: A iecee scale to fuel irrigation - 
systems in southern Alberta, 
_ gaining recognition as an industry 
_ leader in the use of plastic pipe for 
natural gas distribution. 


In as seventies @anadion Western 
led the way with other ‘‘firsts’’ 

such as remote meter reading and 
the use of natural gas as a fuel for 
its service vehicles. The company | 


periments in the use of natural gas 
Viuel’ ‘cells’ ‘as’ total energy 
packages, generating electricity as 
well as (providing space peaane) 


The progressive attitude of a 
growing company was also demon- 
strated as Canadian Western began 
o computerize financial planning, 
central accounting and payroll 
functions as well as other company 
technical operations. 


rhe seventies brought sweeping or- 
ganizational changes. In 1972 
anadian Utilities Limited became 
the holding company for Canadian 
Western. (En 1980, International 


ee by Calgary. -based ATCO 
‘Lid, under the tha May of Ron 
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TCO, a world leader in 

transportable _— shelters, 

energy services, resource 
development and real estate, 
brought a new dimension to Cana- 
dian Western’s management. As 
well, ATCO’s acquisition of Inter- 
national Utilities shares meant that 
Canadian Western and other 
members of the CU group of com- 
panies were now Canadian-owned. 


Today, Canadian Western's senior 
management consists of Ron 
Southern, chairman and chief ex- 
ecutive officer; John Wood, depu- 
ty chairman; Bruce Dafoe, presi- 
dent; and John Fisher, senior vice- 
president and general manager. 
(Ron Southern is also chairman 
and chief executive officer of Cana- 
dian Utilities Limited; John Wood 
is president and chief operating of- 
ficer of CU). Another key member 
of management is Bill Horton, ex- 
ecutive vice-president, utilities for 
CU. This relatively new team has 
already faced the challenges of a 
deep recession and a collapse in 
world oil prices which have been 
especially severely felt in Alberta. 
Thanks to a superb effort by 
employees at all levels, the com- 
pany has remained strong 
throughout this period and is well 
positioned for continued progress 
in the latter years of the 20th 
Century. 


This brief history of Canadian 
Western is a tribute to the diligent 
men and women who through the 
years, as employees of the company, 
have made possible three-quarters 
of a century of reliable natural gas 
service to the people of southern 
Alberta. 


von Grafton guides his grandson 

Nicholas through the company’s 
Museum and Archivés on the mai 
floor of Canadian Western Centrein 
Calgary. . 

2. Customer serviceman Gary Williams 
adjusts an appliance for Calgary 
customer Margaret Edwards)Provid- 
ing prompt; courteous customer... neg 
service has-been a tradition with — 
Canadian Western since its oceans 


Many employees have devoted a 
good portion of their lives to serving 
the public. Because of their number 
it has not been possible to mention 
them by name. But on this, the 
company’s seventy-fifth anniver- 
sary, we salute them for playing 
such a major part in building a 
better Alberta. 


Canadian Western is proud of its role in the ae 
development of Alberta and will continue to preserve its 
tradition of service. 
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CANADIAN UTILITIES LIMITED 


Notice of Annual and Special Meeting of Shareholders 


April 24, 1986 


NOTICE IS GIVEN that the Fifty-Ninth Annual and Special Meeting of Shareholders of Canadian Utilities Limited 
will be held at the Four Seasons Hotel, Edmonton, Alberta on Thursday, the 24th day of April, 1986 at the hour of 10:00 
o’clock in the forenoon, Mountain Standard Time, for the following purposes: 


1. to receive and consider the annual report containing the consolidated financial statements for the year ended 
December 31, 1985, accompanied by the report of the auditor; 

2. to elect directors; 
to appoint the auditor; 


4. to consider and, if deemed appropriate, to pass a resolution to confirm an amendment made by the directors 
to By-Law No. | of the Corporation; and 


5. to transact such other business as may properly be brought before the Annual and Special Meeting or an 
adjournment thereof. 


DATED at Edmonton, Alberta this 14th day of March, 1986. 


By Order of the Board, 


A.M. Anderson 
Secretary 


If you are unable to attend the meeting kindly complete and sign the accompanying form of proxy and return it 
in the envelope provided to reach the Corporation at least 24 hours, excluding Saturdays and holidays, preceding the 
Annual and Special Meeting or an adjournment thereof. 


MANAGEMENT PROXY CIRCULAR 


SOLICITATION OF PROXIES 


This Management Proxy Circular is furnished in connection with the solicitation by the management of 
CANADIAN UTILITIES LIMITED (the ‘‘Corporation’’) of proxies to be used at the Annual and Special Meeting 
of Shareholders of the Corporation to be held at the time and place and for the purposes set forth in the accompany- 
ing notice. It is expected that the solicitation will be primarily by mail. Proxies may also be solicited personally by officers 
and employees of the Corporation. The cost of the solicitation by the management will be borne by the Corporation. 


APPOINTMENT OF PROXYHOLDER AND REVOCATION OF PROXY 


The persons named in the accompanying form of proxy are directors of the Corporation. A shareholder entitled 
to vote at the Annual and Special Meeting may by means of a proxy appoint a proxyholder and one or more alternate 
proxyholders, who are not required to be shareholders, other than the persons designated in the accompanying form of 
proxy, to attend and act at the Annual and Special Meeting in the manner and to the extent authorized by the proxy and 
with the authority conferred by the proxy. This right may be exercised either by striking out the names of the persons 
designated in the form of proxy and inserting in the space provided the name of the other person or persons a shareholder 
wishes to appoint or by completing and executing another proper form of proxy. A shareholder desiring to be represented 
at the Annual and Special Meeting by a proxyholder must deposit a proxy with the Corporation at least 24 hours, ex- 
cluding Saturdays and holidays, preceding the Annual and Special Meeting or an adjournment thereof. 


A shareholder may revoke a proxy by depositing an instrument in writing executed by the shareholder or by the 
shareholder’s attorney authorized in writing at the registered office of the Corporation, 1927, 10035 - 105 Street, Edmon- 
ton, Alberta, T5J 26, at any time up to and including the last business day preceding the day of the Annual and Special 
Meeting, or an adjournment thereof, at which the proxy is to be used, or with the chairman of the Annual and Special 
Meeting on the day of the Annual and Special Meeting or an adjournment thereof. 


CLASS B COMMON SHARES AND PRINCIPAL HOLDERS THEREOF 


There are outstanding 25,760,756 Class B common shares of the Corporation entitled to be voted at the Annual 
and Special Meeting. Each Class B common share entitles the holder thereof to one vote. The directors have fixed March 
14, 1986 as the record date for determining shareholders entitled to receive Notice of the Annual and Special Meeting 
of Shareholders. 


To the knowledge of the directors and officers of the Corporation, the only persons who beneficially own or exer- 
cise control or direction over shares of the Corporation carrying more than 10% of the votes attached to the shares of 
the Corporation are ATCO Ltd. (“‘ATCO”’) and TransAlta Resources Corporation (‘‘TransAlta Resources’’), a wholly- 
owned subsidiary of TransAlta Utilities Corporation (‘‘TransAlta Utilities’’). ATCO indirectly owns 13,578,552 Class 
B common shares, being approximately 52.7% of the Class B common shares outstanding. R. D. Southern controls ATCO. 
Reference is made to ‘‘Election of Directors’’. TransAlta Resources owns 7,184,046 Class B common shares, being 
approximately 27.9% of the Class B common shares outstanding. On August 3, 1982 the Corporation, ATCO and TransAlta 
Utilities entered into an agreement (the “‘Divestiture Agreement’’) intended to resolve certain differences among the cor- 
porations arising from reciprocal shareholdings. In addition to other matters, the Divestiture Agreement provides that 
the Corporation and TransAlta Utilities shall (a) vote in favour of any corporate reorganization; and (b) not oppose any 
other matter proposed by the other at shareholders’ meetings except as to a vote upon a corporate reorganization or upon 
any other matter which would materially reduce the value to the Corporation or TransAlta Utilities of its investment in 
the shares of the other corporation. On November 25, 1983 TransAlta Utilities issued warrants to purchase 7,856,250 
Class B common shares of the Corporation at the price of $15.00 per share on or before December 15, 1987. In the event 
that all of the warrants are exercised, TransAlta Utilities will have divested itself of all of its presently held Class Bcommon 
shares of the Corporation. 


CLASS A NON-VOTING SHARES 


The holders of the Class A non-voting shares of the Corporation are entitled to receive Notice of the Annual and 
Special Meeting of Shareholders and to attend and participate in discussions at the Annual and Special Meeting, but are 
not entitled to vote at the Annual and Special Meeting. 


The holders of the Class A non-voting shares are also entitled, in certain circumstances briefly described below, 
and subject to changes in the exchange ratio, to exchange their Class A non-voting shares for Class B common shares 
on the basis of one Class A non-voting share for each Class B common share. 


The rights of exchange attaching to the Class A non-voting shares in certain circumstances are set out in a Cer- 
tificate of Amendment dated September 10, 1982 issued to the Corporation. Events giving rise to the rights of exchange 
include: (a) certain take-over bids where the offeror will in result own, together with the offeror’s previously owned 
Class B common shares, more than 50% of the outstanding Class B common shares, and (b) ATCO, the present control- 
ling shareholder of the Corporation, ceasing to own or control, directly or indirectly, more than 10,000,000 of the issued 
and outstanding Class B common shares of the Corporation. The rights afforded to the holders of Class A non-voting 
shares in the nature of take-over bid protection are limited. A holder of Class A non-voting shares shall only be entitled 
to the take-over bid protection rights described in the Certificate of Amendment or as may otherwise be conferred by 
law. Should a take-over bid be made in circumstances other than those therein described, a holder of Class A non-voting 
shares shall have no right to tender such shares in exchange for Class B common shares of the Corporation. 


VOTING OF PROXIES 


All Class B common shares of the Corporation represented by a proxy in favour of the persons designated in the 
accompanying form of proxy will be voted or withheld from voting on any ballot that may be called for in accordance 
with the instructions of the shareholder contained in the proxy. Where no choice is specified by the shareholder in the 
proxy, the proxy will be voted in favour of the three specific matters referred to therein. 


The accompanying form of proxy confers discretionary authority in respect of amendments to matters identified 
in the Notice of Annual and Special Meeting of Shareholders and in respect of other matters that may properly come 
before the Annual and Special Meeting. The management of the Corporation is not aware of any amendments to matters 
identified in the Notice of Annual and Special Meeting of Shareholders or of other matters that are to be presented for 
action at the Annual and Special Meeting. 


ELECTION OF DIRECTORS 


The management of the Corporation proposes to nominate, and the persons named in the accompanying form of 
proxy intend to vote for the election as directors of, the persons whose names are set forth below, all of whom are now 
directors and have been for the periods indicated. The management of the Corporation does not contemplate that any 
one of the nominees will be unable to serve as a director. Each director elected will hold office until the close of the 
next annual meeting of shareholders of the Corporation. Following is information with respect to each proposed nominee 
for the board of directors. 


Approximate number of 
shares of each class 


Names of proposed of shares of the 
nominees and all Corporation and of 
other major All major positions and Periods served ATCO beneficially 
positions and offices held with as a director owned or over which 
offices held with significant affiliates of Principal occupation or of the control or direction 
the Corporation the Corporation employment Corporation is exercised 
W.L. Britton, Q.C. (1) Director of ATCO and of Partner, Bennett Jones 1980 to date 675 Series H second 
Alberta Power Limited (4) (barristers & solicitors) preferred shares of the 


Corporation; 3,870 Class I 
non-voting and 3,935 Class 
II voting shares of ATCO 


Names of proposed 
nominees and all 
other major 
positions and 
offices held with 


the Corporation 
G.L. Crawford, Q.C. 


(1) (3) 


B.K. French (2) 


V.L. Horte (1) 


W.R. Horton, 
Executive 
Vice-President, 
Utilities (1) 


H.E. Joudrie (3) 


E.W. King (2) 


R.W.A. Laidlaw (3) 


C.M. Leitch, Q.C. (2) 


D.R.B. McArthur (2) 


W.S. McGregor 


All major positions and 
offices held with 
significant affiliates of 
the Corporation 


Director of Canadian Western 
Natural Gas Company Limited 


Director of ATCO (4) 


President and Chief 
Operating Officer and 
director of Alberta Power 
Limited, Canadian Western 
Natural Gas Company 
Limited and Northwestern 
Utilities Limited and 
director of ATCOR 
Resources Limited 


Director of ATCO, Alberta 
Power Limited, Canadian 
Western Natural Gas 
Company Limited, 
Northwestern Utilities 
Limited and ATCOR 
Resources Limited 


Director of ATCOR 
Resources Limited 


Principal occupation or 
employment 


Associate, McLaws & 
Company (barristers & 
solicitors) 


President, Karusel 
Management Ltd. (property 
management and management 
consultants) 


President, V.L. Horte 
Associates Limited (oil, 
gas and energy consulting 
firm) 


Executive Vice-President, 
Utilities of the 

Corporation and President 
and Chief Operating 
Officer, Alberta Power 
Limited, Canadian Western 


Natural Gas Company Limited 


and Northwestern Utilities 
Limited 


President and Chief 


Executive Officer, Dome Canada 
Limited (oil and gas exploration and 


development company) 


Corporate Director 


President and Chief 
Executive Officer, Gibson 
Petroleum Company Limited 
(marketing and transportation 
company) 


Partner, MACLEOD DIXON 
(barristers & solicitors) 


Corporate Director 


President and Chief 
Executive Officer, Numac 
Oil & Gas Ltd. (oil, 

gas and mineral 
exploration company) 


Periods served 
as a director 
of the 


Corporation 


1972 to date 


1981 to date 


1981 to date 


1984 to date 


1982 to date 


1968 to date 


1981 to date 


1984 to date 


1969 to date 


1972 to date 


Approximate number of 
shares of each class 

of shares of the 
Corporation and of 
ATCO beneficially 
owned or over which 
control or direction 

is exercised 


285 Class A non-voting 
and 100 Class B common 
shares and 1,000 CU-B 
warrants of the Corporation 


350 Class B common 
shares of the 

Corporation; 1,900 Class I 
non-voting and 3,000 Class 
II voting shares of ATCO 


100 Class A non-voting 
and 100 Class B common 
shares of the Corporation 


100 Class B common 
shares of the Corporation; 
100 Class II voting 

shares of ATCO 


3,174 Class A non-voting 
and 3,174 Class B common 
shares of the 

Corporation; 3,000 

Class I non-voting and 
1,000 Class II voting 
shares of ATCO 


100 Class B common shares 
of the Corporation; 

500 Class I warrants 

of ATCO 


200 Class A non-voting 
shares of the Corporation 


101 Class A non-voting, 

101 Class B common, 1,500 
Series H and 1,000 Series I 
second preferred shares of 
the Corporation 


500 Class I non-voting 
shares of ATCO 


Names of proposed 
nominees and all 
other major 
positions and 
offices held with 


the Corporation 


C.S. Richardson, 
Deputy Chairman 
of the Board 

and Chief 

Financial Officer (1) 


D.M. Ritchie (1) 


N.W. Robertson (2) 


R.D. Southern, 
Chairman of the 
Board and Chief 
Executive Officer (1) 


J.D. Wood, 
President and 
Chief Operating 


All major positions and 
offices held with 
significant affiliates of 
the Corporation 


Senior Vice-President, 
Finance and director of 
ATCO and director of 
Alberta Power Limited, 
Canadian Western Natural 
Gas Company Limited, 
Northwestern Utilities 
Limited and ATCOR 
Resources Limited (4) 


President and Chief 
Operating Officer and 
director of ATCO and 
director of ATCOR 
Resources Limited (4) 


Deputy Chairman of the 
Board and Chief Executive 
Officer and director of 
ATCO, Chairman of the 
Board and Chief Executive 
Officer and director of 
Alberta Power Limited, 
Canadian Western Natural 
Gas Company Limited and 
Northwestern Utilities 
Limited and Chairman of 


the Board and director of ATCOR 


Resources Limited (4) 


Director of ATCO and 
Deputy Chairman of the 
Board and director of 


Principal occupation or 
employment 


Senior Vice-President, 
Finance, ATCO (natural 
resource services, 
property development and 


manufacturing company) and 


Deputy Chairman of the 
Board and Chief Financial 
Officer of the Corporation 


President, Medway 
Investments Corporation 


Ltd. (real estate properties and 
energy resources management 


company) 


President and Chief 
Operating Officer, ATCO 


Deputy Chairman of the 
Board and Chief Executive 


Officer, ATCO and Chairman 


of the Board and Chief 
Executive Officer of the 
Corporation 


President and Chief 
Operating Officer of the 
Corporation 


Periods served 
as a director 
of the 
Corporation 


Approximate number of 
shares of each class 

of shares of the 
Corporation and of 
ATCO beneficially 
owned or over which 
control or direction 

is exercised 


1980 to date 


1981 to date 


1980 to date 


1977 to 1979 
1980 to date 


1981 to date 


1,000 Class B common, 
750 Series H, 200 

Series I and 400 Series K 
second preferred shares of 
the Corporation; 17,544 
Class I non-voting and 
14,800 Class II voting 
shares of ATCO 


400 Class II voting shares 
of ATCO 


3,500 Class A non-voting 
shares of the 

Corporation; 13,784 Class 
I non-voting and 1,600 
Class II voting shares of 
ATCO 


1 Class A 

non-voting, 18,601 
Class B common, 45,000 
Series H, 8,000 Series I 
and 20,000 Series K 
second preferred shares, 
and 14,200 CU-B warrants 
of the Corporation; 
5,186,313 Class I non- 
voting and 2,812,580 
Class II voting shares 

of ATCO (5) 


1,000 Class II voting 
shares of ATCO 


Alberta Power Limited, Canadian 
Western Natural Gas Company 
Limited, Northwestern Utilities 
Limited and ATCOR Resources 
Limited (4) 


Officer (1) (3) 


(1) Member of the Executive Committee 
(2) Member of the Audit Committee 
(3) Member of the Human Resources Committee 


(4) Director or officer of subsidiaries of ATCO 
(5) R.D. Southern owns 60% and ADSCO Investments Ltd., a company of which R. D. Southern is the sole common shareholder, owns 40% of the 


equity shares of Sentgraf Enterprises Ltd. which owns 3,043,552 Class I non-voting shares and 1,521,776 Class II voting shares of ATCO. ADSCO 
Investments Ltd. owns 528,406 Class I non-voting shares and 262,624 Class II voting shares of ATCO. The stated shareholdings of R. D. Southern 
include these shares. R. D. Southern controls ATCO which is the beneficial owner of 13,578,552 Class A non-voting and 13,578,552 Class B 


common shares of the Corporation. 


DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE 


The Corporation, ATCO and their affiliates have purchased insurance with an annual aggregate limit of $25,000,000 
for such corporations and for their directors and officers. The approximate amount of premium paid by the Corporation 
in the financial year ended December 31, 1985 in respect of directors of the Corporation as a group was $1,770 and 
in respect of the officers of the Corporation as a group was $1,226. No part of the premium was paid by any director 
or officer. The Corporation is responsible for the first $100,000 of any loss and $5,000 is deductible in respect of claims 
against each director or officer to a maximum of $25,000. 


REMUNERATION OF DIRECTORS AND OFFICERS 


The following statement sets forth the aggregate remuneration paid or payable by the Corporation and by each 
of its subsidiaries in respect of the Corporation’s financial year ended December 31, 1985 to the directors in their capacity 
as directors of the Corporation and its subsidiaries and, separately, to the officers of the Corporation who, in their capacity 
as officers or employees of the Corporation and its subsidiaries, received aggregate remuneration in excess of $40,000 
in that year. 


NATURE OF REMUNERATION 


Directors’ fees Salaries Other(1) Total 
REMUNERATION OF DIRECTORS 
(A) Number of directors: 17 
(B) Body corporate incurring the expense: 
Corporation: ery ceonnerseee ee ee eee $192,500 $ 192,500 
AlbertasPowetslsinnitediey ane ener 5,800 5,800 
Canadian Western Natural Gas Company Limited 4,200 4,200 
INotthiwestemmeUuliticss e1mitcd seer 1,200 1,200 
ALCOR Resources: Limited sane eee 16,783 16,783 
REMUNERATION OF OFFICERS 
(A) Number of officers, 
of whom 4 are directors: 13 
(B) Body corporate incurring the expense: 
Corporationgea aero eer ee ee 21,500 $ 914,159 $138,503 1,074,162 
AlbertayPow en limited eee ree ene 6,400 334,377 31,667 372,444 
Canadian Western Natural Gas Company Limited 6,900 334,377 31,667 372,944 
Northwestern Utilities Limited............... 6,300 Save 3377 31,667 372,344 
ATCOR RESOUrcesueimitcd pare ee ee ee 1200 435,260 456,460 
TOTALS Pieri conta ase Ssoetonartin ae sane ee $282,783 S235 24000 $233,504 $2,868,837 


(1) This represents the estimated aggregate cost to the Corporation and its subsidiaries in the Corporation’s financial 
year ended December 31, 1985 of all benefits proposed to be paid under any pension or retirement plan upon retirement 
at normal retirement age. The only pension or retirement benefits payable to the directors of the Corporation are 
payable to directors who are or have been officers of the Corporation. 


(2) In 1985, there were 13 executive officers of the Corporation within the meaning of the Securities Acts of Alberta, 
Ontario and Quebec. The aggregate cash compensation paid to the executive officers by the Corporation and its 
subsidiaries for services rendered during 1985 was $2,755,900. 


COMPENSATION OF DIRECTORS 


Directors of the Corporation have fixed the annual retainer for directors, the annual retainer for chairmen of 
committees and meeting fees, which in 1985 amounted to $10,000, $3,000 and $500, respectively. Directors who are 
officers of the Corporation receive only the meeting fee for meetings of the board of directors. 


STOCK OPTION PLAN 


Executive officers of the Corporation participate in the Corporation’s Stock Option Plan. Under this plan, the 
Chairman of the Board of the Corporation may designate employees of the Corporation or its subsidiaries to be offered 
options to purchase in the aggregate 700,000 Class A non-voting shares of the Corporation. The price payable upon the 
exercise of any option granted is the closing market price of the Class A non-voting shares on the last trading day immediately 
preceding the date of the grant. The term within which an option may be exercised is ten years from the date of the grant. 
Up to 20% of the shares subject to an option may be purchased on and following each of the first five anniversaries of 
the date of the grant, and any unexercised options may be carried over to subsequent years. Options are not assignable 
and terminate upon the termination of the employee’s employment with the Corporation and its subsidiaries for reasons 
other than retirement, disability or death. 


During 1985, options to purchase a total of 425,000 Class A non-voting shares were granted to four executive 
officers and options to purchase 130,000 Class A non-voting shares were granted to six other officers of the Corporation 
and its subsidiaries. All of the options were granted on February 25, 1985 and are exercisable at a price of $16.75 per 
share. The price range of the Class A non-voting shares of the Corporation on The Toronto Stock Exchange during the 
30 days prior to February 25, 1985 was $16.50 to $17.25. 


EMPLOYMENT AGREEMENTS 


The Corporation has entered into employment agreements with four of its executive officers. The agreements are for 
a term of five years ending April 26, 1989 and contain substantially identical terms with the exception of salaries. The amounts 
of salary paid and the value of benefits provided under these agreements during 1985 have been included in the remuneration 
table above. 


Under these agreements the Corporation has undertaken to provide for each of the four officers a pension payable 
at any time after age 55 in the amount of 70% of the executive officer’s highest average annual base salary during the consecutive 
60 month period for which such average was the highest, reduced by two percentage points for each year or partial year 
that the officer’s age is less than 65 at the time of retirement. The pension payable will be further reduced by the amount 
of pension income ordinarily payable under the Corporation’s Retirement Plan. 


Each agreement provides for (i) a $10,000 benefit upon the death of an officer prior to retirement or termination; 
(ii) a death benefit equal to the difference between (a) 3.3 times the executive officer’s base salary and (b) the amount payable 
under the Corporation’s group life insurance policies; and (iii) disability benefits assuring the officer will receive one-half 
of his base salary in the event of total disability. 


The agreements may be terminated by the Corporation on 24 months notice or payment in lieu of notice. 


ATCOR PARTICIPATION PLAN 


Pursuant to a Plan established in 1982, certain employees, officers and directors of ATCOR Resources Limited 
(‘‘ATCOR’’), some of whom are officers of the Corporation, may participate by investing with ATCOR in the ATCOR 
Participation Plan. Under the Plan participants may, subject to approval by ATCOR, request to participate in oil and/or gas 
wells drilled or acquired by ATCOR and thereby share the risks and benefits of such wells with ATCOR. 


Provided ATCOR has previously designated a well as subject to the Plan, a participant may request participation in 
any proposed well, in any cased well, and in the acquisition of any producing or non-producing well. 


Each participant is assigned a ‘participation factor’’. Upon acceptance by ATCOR a participant is entitled to an interest 
in the well equal to the interest of ATCOR multiplied by his participation factor. The participant’s interest is entitled to a 
proportionate share of all benefits in any such well and is liable for his proportionate share of all of ATCOR’s costs in respect 
of any such well other than petroleum and natural gas lease acquisition costs, geological costs or geophysical costs incurred 
with respect to a well. 


APPOINTMENT OF AUDITOR 


The persons named in the accompanying form of proxy intend to vote for the appointment of Price Waterhouse 


as the auditor of the Corporation to hold office until the next annual meeting of shareholders of the Corporation. Price 
Waterhouse was first appointed in 1981. 


AMENDMENTS TO BY-LAW NO. 1 


The board of directors of the Corporation has resolved to remove the age restrictions on directors and honorary 


directors by amending Sections 4.02 and 4.04 of By-Law No. 1, the by-law relating generally to the transaction of the 
business and affairs of the Corporation, as follows: 


(a) 


(b) 


Section 4.02 is amended by deleting the words ‘‘if he has reached the age of 70 at the date fixed for his election;”’ 
such that Section 4.02 shall read as follows: 


‘*4.02 QUALIFICATION—No person shall be qualified for election as a director if he is less than 18 years of age; 
if he is of unsound mind and has been so found by a court in Canada or elsewhere; if he is not an individual; or 
if he has the status of a bankrupt. A director need not be a shareholder of the Corporation. A majority of the directors 
shall be resident Canadians. At least two directors shall not be officers or employees of the Corporation or its affiliates.”” 


Section 4.04 is amended by deleting the words ‘‘Section 4.02 shall apply mutatis mutandis to honorary directors 
except that the reference to the age of 70 shall be replaced by the age of 75.’’ and by deleting the words ‘*, subject 
to the provisions of this section 4.04 regarding age,’’ such that Section 4.04 shall read as follows: 


**4.04 HONORARY DIRECTORS—The board may appoint honorary directors from among retiring or retired 
directors provided the candidate has served as a director for at least five years. 


Honorary directors will be entitled to receive notice of all meetings of the board, to attend meetings and to participate 
in all discussions but shall not be entitled to move, second or vote on any resolution, nor shall they be counted 
for purposes of section 4.01. An honorary director shall retire at the next following annual meeting of shareholders 
but shall be eligible for reappointment. The names of all honorary directors will appear in such reports and other 
documents published by the Corporation as the board may determine.”’ 


GENERAL 


The contents and the sending of this Management Proxy Circular have been approved by the directors of the 


Corporation. 


DATED at Edmonton, Alberta, this 14th day of March, 1986. 


A.M. Anderson, 
Secretary 


AR36 


(CL 


CANADIAN UTILITIES LIMITED 


Notice of Annual Meeting of Shareholders 


May 20, 1987 


NOTICE IS GIVEN that the Sixtieth Annual Meeting of Shareholders of Canadian Utilities Limited will be held 
at the Calgary Convention Centre, Calgary, Alberta on Wednesday, the 20th day of May, 1987 at the hour of 10:00 o’clock 
in the forenoon, Mountain Daylight Time, for the following purposes: 


1. toreceive and consider the annual report containing the consolidated financial statements for the year ended December 
31, 1986, accompanied by the report of the auditor; 

De to elect directors; 

3. to appoint the auditor; and 


4. to transact such other business as may properly be brought before the Annual Meeting or an adjournment thereof. 
DATED at Edmonton, Alberta this Ist day of April, 1987. 


By Order of the Board, 


A.M. Anderson 
Secretary 


If you are unable to attend the meeting kindly complete and sign the accompanying form of proxy and return it 
in the envelope provided to reach the Corporation at least 48 hours, excluding Saturdays and holidays, preceding the 
Annual Meeting or an adjournment thereof. 


MANAGEMENT PROXY CIRCULAR 


SOLICITATION OF PROXIES 


This Management Proxy Circular is furnished in connection with the solicitation by the management of 
CANADIAN UTILITIES LIMITED (the ‘‘Corporation’’) of proxies to be used at the Annual Meeting of Shareholders 
of the Corporation to be held at the time and place and for the purposes set forth in the accompanying notice. 
It is expected that the solicitation will be primarily by mail. Proxies may also be solicited personally by officers and employees 
of the Corporation. The cost of the solicitation by management will be borne by the Corporation. 


APPOINTMENT OF PROXYHOLDER AND REVOCATION OF PROXY 


The persons named in the accompanying form of proxy are directors of the Corporation. A shareholder entitled 
to vote at the Annual Meeting may by means of a proxy appoint a proxyholder and one or more alternate proxyholders, 
who are not required to be shareholders, other than the persons designated in the accompanying form of proxy, to attend 
and act at the Annual Meeting in the manner and to the extent authorized by the proxy and with the authority conferred 
by the proxy. This right may be exercised either by striking out the names of the persons designated in the form of proxy 
and inserting in the space provided the name of the other person or persons a shareholder wishes to appoint or by completing 
and executing another proper form of proxy. A shareholder desiring to be represented at the Annual Meeting by a proxyholder 
must deposit a proxy with the Corporation at least 48 hours, excluding Saturdays and holidays, preceding the Annual 
Meeting or an adjournment thereof. 


A shareholder may revoke a proxy by depositing an instrument in writing executed by the shareholder or by the 
shareholder’s attorney authorized in writing at the registered office of the Corporation, 1927, 10035 - 105 Street, Edmonton, 
Alberta, T5J 2V6, at any time up to and including the last business day preceding the day of the Annual Meeting, or 
an adjournment thereof, at which the proxy is to be used, or with the chairman of the Annual Meeting on the day of 
the Annual Meeting or an adjournment thereof. 


CLASS B COMMON SHARES AND PRINCIPAL HOLDERS THEREOF 


There are outstanding 25,061,577 Class B common shares of the Corporation entitled to be voted at the Annual 
Meeting. Each Class B common share entitles the holder thereof to one vote. The directors have fixed April 14, 1987 
as the record date for determining shareholders entitled to receive Notice of the Annual Meeting of Shareholders. 


To the knowledge of the directors and officers of the Corporation, the only persons who beneficially own or exercise 
control or direction over shares of the Corporation carrying more than 10% of the votes attached to the shares of the 
Corporation are ATCO Ltd. (““ATCO’’) and TransAlta Resources Corporation (‘“TransAlta Resources’’), a wholly-owned 
subsidiary of TransAlta Utilities Corporation (“‘TransAlta Utilities’). ATCO indirectly owns 13,578,552 Class B common 
shares, being approximately 54.2 % of the Class B common shares outstanding. R. D. Southern controls ATCO. Reference 
is made to *‘Election of Directors’’. TransAlta Resources owns 3,349,274 Class B common shares, being approximately 
13.4% of the Class B common shares outstanding. On August 3, 1982 the Corporation, ATCO and TransAlta Utilities 
entered into an agreement (the ‘Divestiture Agreement’ ’) intended to resolve certain differences among the corporations 
arising from reciprocal shareholdings. In addition to other matters, the Divestiture Agreement provides that the Corporation 
and TransAlta Utilities shall (a) vote in favour of any corporate reorganization; and (b) not oppose any other matter proposed 
by the other at shareholders’ meetings except as to a vote upon a corporate reorganization or upon any other matter which 
would materially reduce the value to the Corporation or TransAlta Utilities of its investment in the shares of the other 
corporation. On November 25, 1983 TransAlta Utilities issued warrants to purchase 7,856,250 Class B common shares 
of the Corporation at the price of $15.00 per share on or before December 15, 1987. In the event that all of the warrants 
are exercised, TransAlta Utilities will have divested itself of all of its presently held Class B common shares of the 
Corporation. 


CLASS A NON-VOTING SHARES 


The holders of the Class A non-voting shares of the Corporation are entitled to receive Notice of the Annual Meeting 
of Shareholders and to attend and participate in discussions at the Annual Meeting, but are not entitled to vote at the Annual 
Meeting. 


If a take-over bid is made for the Class B common shares which would result in the offeror owning more than 
50% of the outstanding Class B common shares and which would constitute a change in control of the Corporation, holders 
of Class A non-voting shares are entitled, for the duration of the bid, to exchange their Class A non-voting shares for 
Class B common shares and to tender such Class B common shares pursuant to the terms of the take-over bid. In addition, 
holders of the Class A non-voting shares are entitled to exchange their shares for Class B common shares of the Corporation 
if ATCO, the present controlling shareholder of the Corporation, ceases to own or control, directly or indirectly, more 
than 10,000,000 of the issued and outstanding Class B common shares of the Corporation. In either case, each Class 
A non-voting share is exchangeable for one Class B common share, subject to changes in the exchange ratio for certain 
events such as a stock split or a rights offering. The complete text of the rights of exchange attached to the Class A non- 
voting shares is set out in a Certificate of Amendment dated September 10, 1982 issued to the Corporation. 


VOTING OF PROXIES 


All Class B common shares of the Corporation represented by a proxy in favour of the persons designated in the 
accompanying form of proxy will be voted or withheld from voting on any ballot that may be called for in accordance 
with the instructions of the shareholder contained in the proxy. Where no choice is specified by the shareholder in the 
proxy, the proxy will be voted in favour of the two specific matters referred to therein. 


The accompanying form of proxy confers discretionary authority in respect of amendments to matters identified 
in the Notice of Annual Meeting of Shareholders and in respect of other matters that may properly come before the Annual 
Meeting. The management of the Corporation is not aware of any amendments to matters identified in the Notice of Annual 
Meeting of Shareholders or of other matters that are to be presented for action at the Annual Meeting. 


ELECTION OF DIRECTORS 


The management of the Corporation proposes to nominate, and the persons named in the accompanying form of 
proxy intend to vote for the election as directors of the Corporation, the persons whose names are set forth below, all 
of whom are now directors and have been for the periods indicated. The management of the Corporation does not contemplate 
that any one of the nominees will be unable to serve as a director. Each director elected will hold office until the close 
of the next annual meeting of shareholders of the Corporation. Following is information with respect to each proposed 
nominee for the board of directors. 


Approximate number of 
shares of each class 


Names of proposed of shares of the 
nominees and all Corporation and of 
other major All major positions and Periods served ATCO beneficially 
positions and offices held with as a director owned or over which 
offices held with significant affiliates of Principal occupation or of the control or direction 
the Corporation the Corporation employment Corporation is exercised 

W.L. Britton, Q.C. Director of ATCO and of Partner, Bennett Jones 1980 to date 675 Series H second 
(1) Alberta Power Limited (4) (barristers & solicitors) preferred shares of the 


Corporation; 5,014 Class I 
non-voting and 3,935 Class 
II voting shares of ATCO 


Names of proposed 
nominees and all 
other major 
positions and 
offices held with 
the Corporation 


G.L. Crawford, Q.C. 
(1) (3) 


B.K. French (2) 


V.L. Horte (1) 


W.R. Horton, 
Executive 
Vice President, 
Utilities (1) 


H.E. Joudrie (3) 


E.W. King (2) 


R.W.A. Laidlaw (3) 


C.M. Leitch, Q.C. (2) 


D.R.B. McArthur (2) 


W.S. McGregor 


All major positions and 
offices held with 
significant affiliates of 
the Corporation 


Director of Canadian 
Western Natural Gas 
Company Limited 


Director of ATCO (4) 


Director of Alberta Power 
Limited, Canadian Western 
Natural Gas Company 
Limited, Northwestern 
Utilities Limited and 
ATCOR Ltd. 


Director of ATCO 


Principal occupation or 
employment 


Associate, Parlee McLaws 
(barristers & solicitors) 


President, Karusel 
Management Ltd. (property 
management and management 
consultants) 


President, V.L. Horte 
Associates Limited (oil, 
gas and energy consulting 
firm) 


Executive Vice President, 
Utilities of the 
Corporation 


President and Chief 
Executive Officer, ENCOR 
Energy Corporation Inc. 
(oil and gas exploration and 
development company) 


Corporate Director 


President and Chief 
Executive Officer, 

Gibson Petroleum Company 
Limited (marketing and 
transportation company) 


Partner, Macleod Dixon 
(barristers & solicitors) 


Corporate Director 


President and Chief 
Executive Officer, 
Numac Oil & Gas Ltd. 
(oil, gas and mineral 
exploration company) 


Periods served 
as a director 
of the 


Corporation 


1972 to date 


1981 to date 


1981 to date 


1984 to date 


1982 to date 


1968 to date 


1981 to date 


1984 to date 


1969 to date 


1972 to date 


Approximate number of 
shares of each class 

of shares of the 
Corporation and of 
ATCO beneficially 
owned or over which 
control or direction 

is exercised 


285 Class A non-voting, 
100 Class B common and 
650 Series K second 
preferred shares and 1,000 
CU-B warrants of the 
Corporation 


350 Class B common and 
6,000 Series L second 
preferred shares of the 
Corporation; 1,900 Class I 
non-voting and 3,700 Class 
II voting shares of ATCO 


100 Class A non-voting 
and 100 Class B common 
shares of the 

Corporation 


100 Class B common 
shares of the 
Corporation; 100 Class 
II voting shares of 
ATCO 


2,000 Class A non-voting 
shares of the Corporation 


3,174 Class A non-voting 
and 3,174 Class B common 
shares of the Corporation; 
3,000 Class I non-voting and 
1,000 Class II voting shares 
of ATCO 


100 Class B common 
shares of the 
Corporation; 500 Class I 
warrants of ATCO 


200 Class A non-voting 
shares of the Corporation 


101 Class A non-voting, 101 
Class B common, 1,500 
Series H and 1,000 Series I 
second preferred shares of 
the Corporation 


500 Class I non-voting 
shares of ATCO 


Names of proposed 
nominees and all 
other major 
positions and 
offices held with 


the Corporation 


C.S. Richardson, 

Deputy Chairman of 
the Board and Chief 
Financial Officer (1) 


D.M. Ritchie (1) 


N.W. Robertson (2) 


R.D. Southern, 
Chairman of the 
Board and Chief 
Executive Officer 


(1) 


J.D. Wood, President 
and Chief Operating 
Officer (1) (3) 


All major positions and 
offices held with 
significant affiliates of 
the Corporation 


Director of Alberta Power 
Limited, Canadian Western 
Natural Gas Company 
Limited, Northwestern 
Utilities Limited and 
ATCOR Ltd. and 

Senior Vice President, 
Finance and director of 
ATCO (4) 


President and Chief 
Operating Officer and 
director of ATCO and 
director of 

ATCOR Ltd. (4) 


Chairman of the Board 
and Chief Executive 
Officer and director of 
Alberta Power Limited, 
Canadian Western Natural 
Gas Company Limited and 
Northwestern Utilities 
Limited, Chairman of 

the Board and director 

of ATCOR Ltd. and 
Deputy Chairman of the 
Board and Chief Executive 
Officer and director of 
ATCO. (4) 


Deputy Chairman of the 
Board and director of 
Alberta Power Limited, 
Canadian Western Natural 
Gas Company Limited, 
Northwestern Utilities 
Limited and 

ATCOR Ltd. and 
director of ATCO. (4) 


(1) Member of the Executive Committee 
(2) Member of the Audit Committee 


Principal occupation or 
employment 


Periods served 
as a director 
of the 
Corporation 


Deputy Chairman of the 
Board and Chief Financial 
Officer of the Corporation 
and Senior Vice President, 
Finance, ATCO (natural 
resource services, 
property development and 
manufacturing company) 


President, Medway 
Investments Corporation 
Ltd. (real estate 
properties and energy 
resources management 
company) 


President and Chief 
Operating Officer, ATCO 


Chairman of the Board 
and Chief Executive 


Officer of the Corporation and 


Deputy Chairman of the 
Board and Chief Executive 
Officer, ATCO 


President and Chief 
Operating Officer of the 
Corporation 


1980 to date 


1981 to date 


1980 to date 


1977 to 1979 
1980 to date 


1981 to date 


Approximate number of 
shares of each class 

of shares of the 
Corporation and of 
ATCO beneficially 
owned or over which 
control or direction 

is exercised 


1,000 Class B common, 
400 Series K and 

1,000 Series L second 
preferred shares of the 
Corporation; 12,544 Class 
I non-voting and 14,800 
Class II voting shares 

of ATCO 


200 Class A non-voting 
shares of the 
Corporation; 400 Class II 
voting shares of ATCO 


3,500 Class A non-voting 
shares of the 

Corporation; 16,211 Class 
I non-voting and 1,600 
Class II voting shares 

of ATCO 


1 Class A non-voting, 
18,601 Class B common, 
45,000 Series H, 8,000 
Series I, 20,000 Series 

K and 20,000 Series M 
second preferred shares, 
and 14,200 CU-B warrants 
of the Corporation; 
5,186,313 Class I non- 
voting and 2,812,580 
Class II voting shares 

of ATCO (5) 


5,000 Class A non-voting 
shares of the Corporation; 
1,000 Class II voting 
shares of ATCO 


(3) Member of the Human Resources Committee 

(4) Director or officer of subsidiaries of ATCO 

(5) R.D. Southern owns 60% and ADSCO Investments Ltd., a company of which R. D. Southern is the sole common shareholder, owns 40% of the 
equity shares of Sentgraf Enterprises Ltd. which owns 3,043,552 Class I non-voting shares and 1,521,776 Class II voting shares of ATCO. ADSCO 
Investments Ltd. owns 528,406 Class I non-voting shares and 262,624 Class II voting shares of ATCO. The stated shareholdings of R. D. Southern 
include these shares. R. D. Southern controls ATCO which is the beneficial owner of 13,578,552 Class A non-voting and 13,578,552 Class B 


common shares of the Corporation. 


DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE 


The Corporation, ATCO and their affiliates have purchased insurance with an annual aggregate limit of $15,000,000 
for such corporations and for their directors and officers. The approximate amount of premium paid by the Corporation 
in the financial year ended December 31, 1986 in respect of directors of the Corporation as a group was $5,204 and 
in respect of the officers of the Corporation as a group was $6,505. No part of the premium was paid by any director 
or officer. The Corporation is responsible for the first $1,000,000 of any loss and $1,000 is deductible in respect of claims 
against each director or officer to a maximum of $25,000. 


REMUNERATION OF DIRECTORS AND OFFICERS 


The following statement sets forth the aggregate remuneration paid or payable by the Corporation and by each 
of its subsidiaries in respect of the Corporation’s financial year ended December 31, 1986 to the directors in their capacity 
as directors of the Corporation and its subsidiaries and, separately, to the officers of the Corporation who, in their capacity 
as officers or employees of the Corporation and its subsidiaries, received aggregate remuneration in excess of $40,000 
in that year. 


NATURE OF REMUNERATION 


Directors’ fees Salaries _Other(1) Total 
REMUNERATION OF DIRECTORS 
(A) Number of directors: 16 
(B) Body corporate incurring the expense: 
CLORDOPACONN meme he aan ta Mean ais one sea $203,500 $ 203,500 
Alberta Powenlbinited eee eee 4,500 4,500 
Canadian Western Natural Gas Company Limited 4,800 4,800 
ACT CORSE td eee. <5: Meee eW ns chan or one 10,350 10,350 
REMUNERATION OF OFFICERS 
(A) Number of officers, 
of whom 4 are directors: 12 
(B) Body corporate incurring the expense: 
(COTpOrAb Oh et es aan cones eb ee mere 23,500 $1,398,079 $104,475 1,526,054 
AlbertatPowemlinitedse sees. os cesses 6,100 282,210 24,267 312-577 
Canadian Western Natural Gas Company Limited 4,800 282,210 24,267 SIL P2757 
Northwestern Utilities Wimited {53% 422 gan 5,100 282,210 24,267 Sl lgoe7 
A CORV dior ecrrk at Sete is apa eee ar eae 11,300 11,300 
TLOVUALS Sx... pt, 5 eaten es asw7, cla Maik Tae oe rem $273,950 $2,244,709 $177,276 $2,695,935 


(1) This represents the estimated aggregate cost to the Corporation and its subsidiaries in the Corporation’s financial 
year ended December 31, 1986 of all benefits proposed to be paid under any pension or retirement plan upon retirement 
at normal retirement age. The only pension or retirement benefits payable to the directors of the Corporation are 
payable to directors who are or have been officers of the Corporation. 


(2) In 1986, there were 13 executive officers of the Corporation within the meaning of the Securities Acts of Alberta, 
Ontario and Quebec. The aggregate cash compensation paid to the executive officers by the Corporation and its 
subsidiaries for services rendered during 1986 was $2,948,900. 


COMPENSATION OF DIRECTORS 


Directors of the Corporation have fixed the annual retainer for directors, the annual retainer for chairmen of 
committees and meeting fees, which in 1986 amounted to $10,000, $3,000 and $500, respectively. Directors who are 
officers of the Corporation receive only the meeting fee for meetings of the board of directors. 


STOCK OPTION PLAN 


Executive officers of the Corporation participate in the Corporation’s Stock Option Plan. Under this plan, the 
Chairman of the Board of the Corporation may designate employees of the Corporation or its subsidiaries to be offered 
options to purchase in the aggregate 700,000 Class A non-voting shares of the Corporation. The price payable upon 
the exercise of any option granted is the closing market price of the Class A non-voting shares on the last trading day 
immediately preceding the date of the grant. The term within which an option may be exercised is ten years from the 
date of the grant. Up to 20% of the shares subject to an option may be purchased on and following each of the first 
five anniversaries of the date of the grant, and any unexercised options may be carried over to subsequent years. Options 
are not assignable and terminate upon the termination of the employee’s employment with the Corporation and its 
subsidiaries for reasons other than retirement, disability or death. 


Since January 1, 1986, options to purchase a total of 125,000 Class A non-voting shares have been granted to 
five executive officers of the Corporation. All of the options were granted on February 17, 1987 and are exercisable 
at a price of $19.50 per share. The price range of the Class A non-voting shares on The Toronto Stock Exchange during 
the 30 days prior to February 17, 1987 was $19.00 to $19.75. To date a total of 680,000 options have been granted. 


Since January 1, 1986 and to date, options to purchase 6,000 Class A non-voting shares were exercised. The 
aggregate net value (market price at the date of exercise less exercise price) of those shares was $14,375. 


EMPLOYMENT AGREEMENTS 


The Corporation has entered into employment agreements with four of its executive officers. The agreements 
are for a term of five years ending April 26, 1989 and contain substantially identical terms with the exception of salaries. 
The amounts of salary paid and the value of benefits provided under these agreements during 1986 have been included 
in the remuneration table above. - 


Under these agreements the Corporation has undertaken to provide for each of the four officers a pension payable 
at any time after age 55 in the amount of 70% of the executive officer’s highest average annual base salary during 
the consecutive 60 month period for which such average was the highest, reduced by two percentage points for each 
year or partial year that the officer’s age is less than 65 at the time of retirement. The pension payable will be further 
reduced by the amount of pension income ordinarily payable under the Corporation’s Retirement Plan. 


Each agreement provides for the payment of certain benefits upon the death or total disability of an officer prior 
to retirement or termination. The amounts of such benefits are based on the officer’s base salary and are determined 
in accordance with formulas which take into account amounts payable to the officer under the Corporation’s group 
life insurance policies and disability income programs. The agreements may be terminated by the Corporation on 24 
months notice or payment in lieu of notice. 


ATCOR PARTICIPATION PLAN 


Pursuant to a Plan established in 1982, certain employees, officers and directors of ATCOR Ltd. (““ATCOR’’), 
some of whom are officers of the Corporation, may participate by investing with ATCOR in the ATCOR Participation 
Plan. Under the Plan participants may, subject to approval by ATCOR, request to participate in oil and/or gas wells 
drilled or acquired by ATCOR and thereby share the risks and benefits of such wells with ATCOR. 


Provided ATCOR has previously designated a well as subject to the Plan, a participant may request participation 
in any proposed well, in any cased well, and in the acquisition of any producing or non-producing well. 


Each participant is assigned a ‘‘participation factor’’. Upon acceptance by ATCOR a participant is entitled to 
an interest in the well equal to the interest of ATCOR multiplied by his participation factor. The participant’s interest 
is entitled to a proportionate share of all benefits in any such well and is liable for his proportionate share of all of 
ATCOR’s costs in respect of such well other than petroleum and natural gas lease acquisition costs, geological costs 
or geophysical costs incurred with respect to a well. 


APPOINTMENT OF AUDITOR 


The persons named in the accompanying form of proxy intend to vote for the appointment of Price Waterhouse 
as the auditor of the Corporation to hold office until the next annual meeting of shareholders of the Corporation. Price 
Waterhouse was first appointed in 1981. 


GENERAL 


The contents and the sending of this Management Proxy Circular have been approved by the directors of the 
Corporation. 


DATED at Edmonton, Alberta, this Ist day of April, 1987. 


A.M. Anderson, 
Secretary 


